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On Passing the Ninetieth Milestone 


The Bankers Magazine Enters the Concluding 
Decade of Its Century 


NDIVIDUALS, as they grow old, are 

reluctantly reminded of their birth- 

days. With publications the case is 
different. They pride themselves on 
their longevity, and are likely to in- 
crease their pride with the flight of 
years. Especially is this true when the 
century mark is in sight, as it is in 
the present instance. 

That THE BANKERS MaGaziNE has 
continuously existed for so long may 
be taken as proof that the publication 
has had—and hopes it still has—quali- 
ties that have warranted the confidence 
and support of a wide circle of bankers 
in the United States and many other 
countries. For such confidence and 
support are the foundations upon which 
the publication rests. 

As the recipient of this evidence of 
favor, THE BANKERS MAGAZINE is duly 
mindful and thankful. An effort to 
merit its continuance will be the high- 
est aim of those charged with the re- 
sponsibility of its publication. 


A Glance at Banking—Past, Present 
and Future 


But the purpose of this commemora- 
tive issue is not to indulge in self-praise. 
Its design is to take a glance backward 
at banking history, to look more closely 
at the banking of today, and to try to 
peer just a little into the banking of 
the future. 

As the fauna of a district takes its 
predominant color from the surround- 
ing landscape, so banking takes its 
character from the institutions, the 
people and the commercial and indus- 
trial operations amid which it exists. 
It therefore becomes important, in a 
survey of banking, particularly as it 


exists at present and is likely to exist 
in the years to come, to study these 
factors which are bound to shape the 
banking of today and tomorrow. 


What of the American Character 


Was the American character, ‘on the 
whole, any different in 1846 than it is 
in 1936? It is a familiar saying— 
not universally accepted—that human 
nature changes but little, if at all. 
Whether this be true or not, the char- 
acter of a people, as represented in the 
national organization, does undergo 
marked changes. This is what political 
orators meant in the Presidential cam- 
paign of this year when they said that 
long dependence upon public relief 
would impair the independent character 
of the people. 

Keen observers must have noted that 
those who are most eloquent in praise 
of the American people almost univer- 
sally bestow their loftiest encomiums 
on the pioneers. Not so much is said 
in favor of those who are bearing the 
burdens of today, although these are 
no less formidable than the perils of 
the wilderness. The automobile prob- 
ably slays a greater number every year 
than the savages killed in all the pio- 
neering era. And the pioneers were not 
bothered by having to make out income 
tax returns. 

To appraise the American character 
as it was ninety years ago and as it is 
now—that would be a colossal task, 
and one not here attempted. One might 
find instruction in studying the relative 
statistics of crime, the character of our 
stage and literature as compared with 
earlier days, the progress of education, 
sanitation, medical science, and other 
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evidences of advancement. While the 
general result of such study would un- 
doubtedly show great progress, it would 
not be devoid of some offsetting factors. 
In transportation and in devices for 
lightening human labor, this country 
has made marvelous strides forward. 
Our housing conditions, though vastly 
better than they were at an earlier day, 
are still far below a reasonable stand- 
ard of convenience and comfort. 

It is customary to measure America’s 
greatness by the number of its tele- 
phones, radios, bathtubs, automobiles, 
vacuum-cleaners, washing-machines, and 
other articles of a like character. 
Whether the great number of these de- 
vices possessd by our people, welcome 
as they are, may be taken as a sure 
indication of progress, in the absence 
of some other factors—that, at least is 
a debatable question. 

“Say not thou,” it is written in Ec- 
clesiastes, “what is the cause that the 
former days were better than these? 
for thou dost not enquire wisely about 
this.” 

Taking the present with all its dis- 
tractions, few thoughtful persons really 
pine for “the good old days.” They 
would not. return to the horse-and- 
buggy days if they were given the choice 
of doing so. 


Our Institutions—Production and 
Trade 


American institutions are undergoing 
modifications that in time may pro- 


foundly change their character. The 
tendency, like it or not, is toward 
greater collectivism. More and more 
society at large takes over responsi- 
bilities once exercised by the individual. 
The states are becoming weaker as the 
activities of the central government be- 
come more numerous and _ powerful. 
These developments are too familiar to 
require elaboration. 

While banking will, to a considerable 
extent, take on the complexion of those 
who manage the banks and those who 
deal with them, it is conditioned pri- 
marily by the state of production and 
trade. How, for example, could it be 
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expected that thousands of small inde- 
pendent banks, situated in the farming 
districts, could survive with agriculture 
prostrate? 

If banks are to be sound, it is first 
of all essential that they be managed 
by careful and honest bankers, and that 
the number of banks authorized be rea- 
sonably proportioned to the community 
needs for banking service. But it is 
no less essential that our public busi- 
ness shall be honorably, efficiently and 
economically conducted, and that pro- 
duction and trade be on a sound and 
profitable basis. 


Banking and credit are products of 
production and trade, and their safety 
and profit depend upon the latter’s 
soundness and profit. Grapes are not 
gathered from thorns nor figs from 
thistles. 


Banking in the Past 


Reviews of our banking history have 
been frequently published in_ these 
pages and elsewhere. With respect to 
past banking, it might not be said in- 
appropriately, “Let the dead past bury 
its dead,” and in comparatively recent 
years there has been a rate of mortality 
among banks high enough to keep the 
grave-diggers busy. 

There are three or four main epochs 
in American banking history. The first 
was that which saw the creation of the 
first and second Banks of the United 
States—their passing—and the early 
state banks. Among the latter there 
were four institutions always prominent 
in any review of our banking history. 
The Bank of New York and the Man- 
hattan Company in New York; the Bank 
of North America in Philadelphia, and 
the Bank of Massachusetts in Boston. 
The two first named survive, with but 
slight change in name; the names of the 
two others have been lost in mergers. 

The first Bank of the United States, 
which represented the banking idea of 
Alexander Hamilton, was a sound, efh- 
cient and profitable institution, leaving 
when it disappeared through failure to 
be rechartered an honorable record. 

The second Bank of the United States 
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was for a time successful, but it met 
with the increasing hostility of the state 
banks. This hostility originated very 
largely because of the fact that the cen- 
tral bank insisted on payment of their 
notes by the state banks. But other 
causes led to the downfall of this sec- 
ond experience with a central bank, 
politics and mismanagement being up- 
permost. The closing chapter of its his- 
tory, under a Pennsylvania state charter, 
was as discreditable as that of its pred- 
ecessor was creditable. 

No reference to the second Bank of 
the United States would be complete 
that failed to note one of the principal 
reasons why it failed. The shortcom- 
ings of the management were obvious, 
but these could have been cured but for 
the political enmity which the bank 
aroused. This opposition to a central 
bank, and political antipathy to bank- 
ing in general, may be traced in the 
country’s early history, and to a marked 
extent prevails to the present day. When, 
long after the two United States banks 
became only a memory, and it was 
sought to revive a central banking sys- 
tem, this was done under the guise of 
regional banks. Only after a consider- 
able lapse of time did it become clear 
that these regional banks were but the 
twelve outposts of the Federal Reserve 
Board, the real centralized management 
being at Washington and dominated by 
the Federal Government. 

For many years, until the beginning 
of the Civil War, in fact, the state banks 
had things their own way, unrestrained 
by the powerful hands of a central bank, 
and they did not sleep on their oppor- 
tunities. This was the era of the state 
bank note—the wildcat and red dog 
days—when to organize banks with little 
or no capital, to issue notes and to put 
them into circulation as far outside the 
neighborhood of the issuing bank as 
possible constituted the chief activity of 
banking. 

Most of the state bank systems were 
bad, and the notes put out under such 
systems could not be otherwise than dis- 
reputable. But there were a few good 
systems—Indiana, the New England 
States generally, Louisiana, and a few 
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other states. The experience of these 
states proved beyond question that, un- 
der a proper system, banks could issue 
their notes with entire safety and with 
great benefit to the country. The bad 
notes were so hopelessly bad, and the 
banks issuing them so much more nu- 
merous than those issuing the good 
notes, that the bad systems drove out the 
good—a sort of exemplification of 
Gresham’s Law relating to money. 


This failure to build on the experience 
of the sound banking systems may be 
regarded as a serious mistake, and has 
led to the creation of Government paper 
“money.” Although the true bank-note 
principle received at least partial recog- 
nition when the Federal Reserve Sys- 
tem was established, this recognition 
was largely nullified by making the 
Federal Reserve notes obligations of the 
Federal Government. Thus the distinc- 
tion between money and a promise to 
pay money persists up to the existing 
era. 

But whatever defense may be made 
of the bank-note principle, it has come 
to pass that bank notes have lost their 
early importance. In the epoch be- 
tween the disappearance of the two cen- 
tral banks and the establishment of the 
National Banking System the issue of 
notes was of great importance to the 
existing banks, for the deposit function 
of banking had not then developed to 
anything like the extent that was sub- 
subsequently to take place. Today, 
even if the banks other than the Federal 
Reserve could issue their notes, quanti- 
tatively, as compared with deposits, the 
privilege would be comparatively un- 
important. 


The National Banking System 


When Alexander Hamilton was asked 
what should be done with the public 
debt, he is reported as saying: “Bank 
on it as the best security in the world.” 
Perhaps the shade of the great financier 
might be astounded to recognize to what 
extent that advice is being followed at 
the present time. 

Possibly with Hamilton’s advice in 
mind, Secretary Chase, when he under- 
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took the task of providing funds to meet 
the outlays required by the Civil War, 
devised a system whereby banks were 
to be organized under Federal charter. 
Such banks were compelled to invest a 
proportion of their capital in bonds of 
the United States, and on the security 
of these obligations the banks might 
issue their circulating notes. In this 
manner a means was provided for 
opening up a market for the large vol- 
ume of public obligations called for by 
the expenses of the civil conflict, and a 
paper currency was provided to take 
the place of the generally discredited 
state bank notes, which were ultimately 
taxed out of existence. 


From the time of its establishment 
until now the National Banking System 
has continued to exist. It has given to 
the country a system of banking operat- 
ing under uniform laws, and has been 
on the whole a sound and successful 
system of banking. 


The Federal Reserve System 


For many years the desirability of 
certain reforms in the banking system 


had been under discussion. By 1913 
these views had so far crystallized as to 
make possible the enactment of the 
Federal Reserve Act. 

The weakness in the banking system, 
prior to the enactment of this law, had 
been found in the lack of concentration 
and effective employment of the coun- 
try’s banking reserves. On the appear- 
ance of a currency panic, each individ- 
ual bank made demands on its corre- 
spondents, called loans, sold securities 
and entered on a mad scramble gen- 
erally to add to its own cash resources. 
A policy of this kind could have’ but 


one effect—to intensify the panic. 


To meet this situation, the Federal 
Reserve Act required (ultimately) that 
all legal reserves should be deposited 
with the Reserve banks, of which twelve 
were created. In this manner the re- 
serves were effectively pooled, and could 
be used as needed to meet the general 
situation as well as to help individual 
banks. 


It was the aim of the Federal Reserve 
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Act to supplant the bond-secured na- 
tional bank notes with Federal Reserve 
notes based on coin and commercial 
paper. While notes of the latter kind 
increased, the national bank notes con- 
tinued to circulate, until finally they dis. 
appeared because bonds eligible to be 
used as a basis of their issue had dis- 
appeared also. 


The Present Era 


To correct some of the defects of the 
banking system, the Federal Reserve Act 
was largely overhauled in 1935, and 
about the same time the principle of 
deposit insurance found for the first 
time a place in Federal banking legisla- 
tion. This principle was not new. It 
had been tried in New York in the 
thirties, and much later by several 
states. In all these cases failure of the 
scheme occurred. But the mortality of 
banks had been at such an alarming 
rate for some years, that the enactment 
of such a measure found ready sup- 
port in Congress. As the operation of 
deposit insurance is considered else- 
where at length by Hon. Leo. T. 
Crowley, Chairman of the Federal De- 
posit Insurance Corporation, the sub- 
ject will not be further discussed here. 

The greatest change that has come to 
American banking in recent years re- 
lates to the altered character of banking 
assets. Such assets no longer consist 
chiefly of short-term self-liquidating 
commercial paper. Bonds, particularly 
those of the Federal Government, now 
predominate in the consolidated assets 
of the banks. Some banking authorities 
regard this change as likely to persist, 
although as business revives the de- 
mand for commercial loans must in- 
crease. But that commercial paper, rela- 
tive to other classes of assets, will soon 
if ever regain its former place, is at 
least open to question. 

Continued depression in business— 
now disappearing—the easy money 
policy of the Government, huge impor- 
tation of gold, enormous excess reserves, 
the apparently insatiable demand of the 
Treasury for loans—these are some of 
the conditions with which banks are to- 
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day confronted, and which make their 
profitable conduct difficult. 

To add to the perplexities of the 
banks of today, due to the slack demand 
for loans, the Federal Government, 
through numerous agencies, is directly 
competing with the banks in the lend- 
ing field. Huge deposits in the banks, 
piled up largely as a result of Govern- 
ment borrowings, the easy money policy 
which the Treasury fosters, add to these 
difficulties. As the result of business 
conditions, the banks in the lean years 
not only saw their profits melt away, 
but they were conducted at an annual 
loss. Reviving business has turned the 
tide, and they are again showing a 
moderate rate of profit. Banks, mem- 
bers of the Federal Reserve System, 
are no longer permitted to pay interest 
on demand deposits, and are thus re- 
lieved of an important item of expense 
in doing business. 

How shall the banks of today be re- 
garded with respect to the soundness of 
their condition? 

“Fine,” says Hon. Jesse Jones, Chair- 
man of the Reconstruction Finance Cor- 
poration. “Weaker than ever before,” 
says a leading London economic journal. 
“Never better,” say many leading 
bankers. Which answer is right? 

One thing is certain, with so many 
banks disappearing through failure, 
liquidation and mergers, those remain- 
ing must inevitably be of the stronger 
sort. Their survival establishes that 
fact. But a good many banks are still 
under obligation to the Reconstruction 
Finance Corporation for loans, the sale 
of debentures or preferred stock. 

The major charge against the 
soundness of the banks arises from 
their large holdings of obligations of 
the United States—long regarded as 
one of the most desirable assets a 
bank could hold, but now much less 
favorably regarded, because of the 
gross total of Government debt, and 
the further fact that these obligations 
represent a deficit of long standing, 
and which promises to remain un- 
bridged for a considerable time to 
come. 


In the sense in which liquidity was 
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formerly understood, that of the con- 
stant maturity of short-term commercial 
credits, the banks are no_ longer 
liquid. But they are liquid so long 
as there remains a market for the 
Government securities in their port- 
folios, and so long as they continue 
to hold Treasury or other paper 
eligible for rediscount at the Federal 
Reserve banks. Putting the matter 
bluntly, under existing circumstances 
the banks are as sound as the finances 
of the Government to which they are 
inextricably tied. 


Future of American Banking 


That banking in the United States 
has settled down into a permanent 
form, few thoughtful students of the 
matter believe. They regard the ques- 
tion of a dual or single banking system 
as one still to be settled. They do not 
consider deposit insurance as a depend- 
able guaranty of the safety of the de- 
positors’ funds, and there remains the 
controversy respecting branch bank- 
ing. 

For many years after the institution 
of the National Banking System, the 
two classes of banks, state and na- 
tional, developed side by side with 
little or no antagonism. Perhaps the 
growth of coolness between the two 
classes of banks originated in the 
development of fiduciary functions 
by institutions chartered by the states. 
It was not so much because the Na- 
tional banks coveted a form of 
service which the laws under which 
they were organized did not permit, 
as for the reason that these state 
institutions —the trust companies — 
besides performing fiduciary functions- 
which, in some of the larger centers 
were highly remunerative, but in ad- 
dition the trust companies gradually 
assumed all the ordinary functions of 
banks of deposit and _ discount. 
Naturally, the banks whose operations 
were circumscribed demanded, and 
finally obtained, the right to do a 
trust company business. 


Underlying this development was the 
realization that if the national banks 





374 


were not to be outdistanced by the 
state banks, they must be in a posi- 
tion to render all the services the lat- 
ter could offer the public. Liberaliza- 
tion of the national banking laws to 
conform in this respect to some of the 
less conservative state banking laws 
has been regarded as tending materially 
to lower the standard -the national 
banks had kept before the beginning 
of this race. 

Loud cries are heard occasionally 
from various directions demanding 
the unification of the various systems 
of banking. It is insisted that any- 
thing like safe and efficient banking 
cannot be expected while regulation is 
confided to forty-eight states in addi- 
tion to that exercised by the Federal 
Government. Admittedly, many of the 
states have good banking laws, wisely 
administered, but in several instances 
the laws are inadequate and the su- 
pervision faulty. But the demand for 


a single system of banking has thus 
far failed to be heeded by Congress. 
The states, jealous of their rights in 


most respects, are especially so as con- 
cerns banking. They cannot forbid, 
even if they desired, national banks 
to operate within their borders, but 
they can at least subject them to the 
competition of banks operating under 
state charters. 

Although there exists a marked 
tendency in the direction of absorption 
of the powers of the states by the 
Federal Government, the attempt to 
force all banks into a single system 
would be vigorously opposed by the 
majority of the state banks and by 
the public authorities of the states 
themselves. 

Then there is the ancient con- 
troversy over branch and independent 
banking. The arguments on_ both 
sides have been discussed until they 
have become too familiar to call for 
repetition. Two facts in connection with 
the subject may be mentioned. That 
the system of branch banking, where 
thus far tried in the United States, has 
not shown the uniform success which 
the proponents of branch banking 
claim for their system. There have 
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been some outstanding successes and 
some outstanding failures. Another 
fact to be mentioned is that the execu- 
tives of some of the large banks are 
not at all desirous of expanding 
operations beyond their immediate 
locality. They do not feel that they 
have the experience that would enable 
them to conduct branch banking over 
a wide territory; and besides, they are 
quite content to leave local banking in 
the hands of their correspondent and 
other banks. 

As an alternative to branch bank- 
ing there has developed a plan of 
group relations under the control of 
a holding company. Like the history 
of branch banking, this plan has shown 
many failures, but there have been 
some successful applications of it. 

Whatever differences of opinion there 
may be among bankers as to the sub- 
jects already considered, there is sub- 
stantial agreement on one thing: that 
the granting of bank charters should be 
much more closely scrutinized than 
was the case for many years. Free 
banking, once the country’s boast, had 
become too free, resulting in the 
multiplication in many cases of banks 
far beyond the needs of the com- 
munity, and placing the management 
and control of the new banks, in some 
instances, in the hands of mere 
speculators. The demand is not now 
for more banks, but for better bankers. 

Almost overnight the banks are 
realizing their unpopularity, and are 
seeking for means to become more 
favorably regarded by the public at 
large. Whether “popularity” in the 
ordinary sense of that term is a 
desirable adjunct of banking may be 
doubted. But it is desirable that 
banks should have the respect and 
good will they deserve, and that they 
should not be subject to unjust at- 
tacks by the demagogue and rabble- 
rouser. 

There is another subject bound to 
engage the earnest attention of bankers 
for some years, and that is the public 
ownership of the banks. Such a 
demand is already heard in England 


in relation to the Old Lady in Thread- 





thle 


Le 


Te | ee ey es a, a | ae 


Conference telephone service makes it possible 


for as many as six different people, in the same city, or 


in six different cities, to confer on one telephone con- 


nection—as easily as though they were all in one room. 


Useful developments like this grow out of the con- 


tinuous effort of the Bell System to provide you with 


telephone service that completely meets your needs. 
For this service just call or dial “Long Distance.” 


BELL TELEPHONE SYSTEM 


needle Street. The Bank of France 
has lately come very closely under 
governmental control, and the Bank 
of Canada is now dominated by the 
Dominion Government. Such owner- 
ship of our banks, for a long time to 
come, may be dismissed as an im- 
probability, although the creeping tide 
of governmental activity steadily ad- 
vances and might unless arrested one 
day engulf the banks. 

Mainly the future of American 
banking will be determined by the 
course of production and exchange, 
for it is from these operations that 
banking develops and it is upon their 


proper functioning that the vitality of 
banking depends. Enough capacity 
and integrity will be found among the: 
bankers of the United States to assure 
the future of our banking structure. 

One calamity of major proportions 
may upset all calculations for the 
years ahead, and that is war. Should 
the nations come to recognize wherein 
their mutual interests lie, and earnestly 
seek to develop them, and should we 
here at home have a similar under- 
standing of our mutual rights and 
duties, and act accordingly, the future 
of American banking could be set 
down as assured. 
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Banking Under the Federal Deposit 
Insurance Corporation 


By Leo T. CRowLey 


Chairman, Federal Deposit Insurance Corporation 


T is now more than three years since 

the Federal Deposit Insurance Cor- 

poration was created by Congress. 
The original law, passed during the 
special session of Congress immediately 
following the banking holiday of 1933, 
has been revised. Insurance under the 
temporary plan has terminated, and the 
revised permanent plan has been in op- 
eration more than a year. The direc- 
tors and officials of the Federal Deposit 
Insurance Corporation have had time 
to become acquainted with the banking 
problems with which they must deal, 
and have begun to frame the policies to 
be followed by the corporation. It is 
desirable at this time, therefore, to ap- 
praise the influence of deposit insurance 
upon the operation of commercial banks 
and to examine once more some of the 
important problems of modern banking. 

In working out the plan for perma- 
nent insurance two types of develop- 
ment were possible with respect to the 
relation of the Federal Deposit Insur- 
ance Corporation to insured banks. 
First, the corporation might be set up 
solely as a means of transferring the 
losses resulting from bank failures from 
the depositors in closed banks to de- 
positors and stockholders in all of the 
banks in the country. Second, the cor- 
poration might be designed to operate 
in such a way as to reduce the frequency 
of bank failures and the amount of 
losses resulting therefrom. 

Had Congress adopted the first of 
these alternatives, it would have been 
necessary to establish a relatively high 
rate of assessment. Judging from the 
experience of the past seventy years a 
rate of not less than one-fourth of 1 per 
cent. per year on total deposits in op- 
erating banks would be required to pro- 
vide protection up to the $5000. maxi- 
mum for each depositor. If the#&ssess- 
ment were levied only on insured de- 


posits, with the same maximum cover- 
age, a rate of more than one-half of 
1 per cent. per year would be required. 

Congress, however, adopted the sec- 
ond alternative. The rate of assessment 
was placed at the very low figure of one- 
twelfth of 1 per cent. per year of total 
deposits. As an accompaniment to this 
low rate the Federal Deposit Insurance 
Corporation was assigned the duty of 
requiring insured banks to operate in a 
safe manner and given powers consid- 
ered essential to the accomplishment of 
this aim. 

In the light of past history the rate 
of assessment specified by Congress is 
sufficient only to cover the losses which 
result from bank failures in non- 
depression years. If Federal insurance 
of deposits is to be successful, therefore, 
and if our banking system is to survive, 
that system must be made relatively de- 
pression-proof. In addition, in order 
to build up insurance reserves to take 
care of the increased failures which in- 
evitably accompany a decline in pros- 
perity, the rate of loss for non-depres- 
sion years must be reduced below that 
of the past. 

What are the banking practices which 
have been responsible for the large 
number of bank failures in the past? 
They are many, some of the most im- 
portant of which are: (1) failure to 
maintain a proper adjustment between 
the character of bank assets and the 
character of bank liabilities; (2) undue 
optimism in making loans and in select- 
ing investments during times when 
business is “good’”—that is, the making 
of too many risky and speculative loans - 
and investments; (3) failure to write 
off losses when they occur and the con- 
tinued carrying of assets on the books 
at values above those which can be real- 
ized; (4) payment of dividends to 
stockholders in excess of the amounts 
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justified by the earnings position of the 
bank; (5) failure to realize. that un- 
anticipated and unpredictable declines 
in values occur whenever business re- 
cedes, and consequent failure to keep 
banks in a position to take unusual 
losses should these occur; and (6) op- 
erating without adequate capital. 

These are the practices to which the 
Federal Deposit Insurance Corporation 
must give chief attention if the respon- 
sibility placed upon it by Congress is to 
be properly discharged. These are prac- 
tices which the bankers must correct 
if our present system of banking is to 
survive. 

It is essential that the character of a 
bank’s assets be such that the bank can 
at all times meet the demands of its 
depositors. As bankers themselves have 
pointed out, the contracts which they 
have made in the past have been in- 
herently unperformable. They were 
made on the assumption that perform- 
ance would be required on only part 
of the contracts. When large with- 
drawals occurred under stress, banks 
were unable to meet the demands and 


suspensions resulted. 

Deposit insurance has largely re- 
| moved lack of confidence as a factor in 
withdrawals of deposits. Bankers, how- 
ever, are still faced with the respon- 
sibility of maintaining a proper distri- 
bution of assets which will permit oi 


conversion into cash of sufficient 
amounts to meet all conceivable strains. 
The pressure of economic circumstances 
will continue to cause some regions at 
times to lose substantial amounts of 
funds to other regions. Such loss can 
be met only so long as banks can con- 
vert their assets into cash. The bank- 
ing legislation of the past three years 
facilitates this conversion. In addition, 
the examiners of the corporation call 
the attention of bank officials and direc- 
tors to undue proportions of fixed and 
sub-standard long-term assets, and when 
these proportions exceed legal limita- 
tions the corporation reports the situa- 
tion to the appropriate supervisory au- 
thority. 

There is little that the Federal De- 


posit Insurance Corporation can do to 
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check undue optimism on the part of 
bankers in making loans and _ invest. 
ments during periods when business jis 
active and business men are in a 
venturesome mood. Bankers as a part 
of the business community are subject 
to the same forces creating undue op- 
timism (or pessimism) as other business 
men. It might be possible, of course, 
to require that the extension of loans 
and the purchase of securities should 
pass the scrutiny of examiners of the 
Federal Deposit Insurance Corporation. 
This would merely substitute the judg- 
ment of government employes for that 
of bankers and would be a most un- 
desirable type of government banking. 
Rules and regulations of a government 
bureau are no substitute for the sound 
judgments of individual bankers. 
Neither do they constitute a shield be- 
, hind which can be hidden the mistakes 
of poor banking. Bankers should de- 
_velop standards which will enable them 
‘to resist more successfully than hereto- 
fore extravagant changes in _ business 
attitudes. 

‘,\ Failure to write off losses as they 
occur, and the continued carrying of 
assets on books at values above those 
which can be realized, is largely a prob- 
lem of adequate earnings and capital. 
When earnings have not been sufficient 
to permit banks to write off losses or to 
reduce book values to appraised values 
without reduction or suspension of 
dividends, or the writing down of sur- 
plus or impairment of capital, bankers , 
have been unwilling to take, and super- 
visory authorities have hesitated to re- 
quire, such action. The omission of 
dividends or writing down of surplus 
might be considered an element of 
weakness and tend to precipitate trans- 
fers of accounts to other banks by the 
more astute depositors; if it were ad- 
mitted that a bank’s capital was im- 
paired the bank would have to close. 
In order to avoid the disturbance to 
the community which closing the bank 
would involve and to avoid any action 
which might suggest that the bank was 
in an unsound position and thus lead to 
a run, both bank officials and bank 
supervisory authorities have in the past 
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permitted losses to accumulate. They 
have hoped, usually in vain, that the 
losses might be taken care of in more 
prosperous days in the future. 

The Federal Deposit Insurance Cor- 
poration is in a position to take more 
vigorous action in these situations than 
are other bank supervisory authorities. 

, Since the corporation, when an insured 

bank is closed, promptly makes avail- 
able to depositors all of their insured 
deposits, there is much less disturbance 
to the community. Also, the corpora- 
tion, to protect its own interest, cannot 
afford to permit banks to accumulate 
losses. If the banking structure is to 
be kept sound, bankers must recognize 
the necessity of acknowledging the ex- 
istence of losses and of writing them 
off their books promptly. 

Insured banks have not yet written 
off all of the losses which they sus- 
tained during the past decade, and this 
is reflected in a substantial difference 
between the book value of their capital 
and the net sound value as appraised 


by bank examiners. For the banks ex- 
amined by the Federal Deposit Insur- 
ance Corporation (that is, insured banks 
not members of the Federal Reserve 
System) the net sound capital amounts 
to three-fourths of total capital account. 
It may be assumed that the bank mem- 
bers of the Federal Reserve System are 
in a similar position. During the years 
in which business is good, banks should 
write off the remainder of their losses 
and doubtful items, and thus make their | 
books and published statements cor- 
respond to their real condition. Until 
these past and current losses have been 
entirely absorbed, banks should pay no 
dividends or at least only small divi- 
dends. The policy which many banks 
have followed in the past of paying 
large dividends in order to bolster con- 
fidence in their management should be 
discontinued. Elimination of losses and 
doubtful assets should always be given 
preference over dividends. Officials of 
the Federal Deposit Insurance Corpora- 
tion believe that this policy will help 
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materially in reducing bank failures and 
losses. 

There is only one method by which 
banks can place themselves in a posi- 
tion to absorb unusual losses should 
unanticipated declines in values occur. 
That is by maintenance of what in most 
business enterprises is called adequate 
reserves, but which in banking is desig- 
nated surplus. Such reserves or surplus, 
however, represent part of the equity 
of the stockholders in the enterprise, 
and the problem of maintaining ade- 
quate reserves for unpredictable de- 
clines in values occurring with busi- 
ness recession is simply the problem of 
adequate capital. 

The importance of adequate capital 
has always been recognized by the 
framers of bank legislation and mini- 
mum capital requirements have been a 
part of the banking codes for many 
years. These requirements are for the 


most part absolute amounts varying 
with the population of the town or city 
in which the bank is to be located. The 
Federal Deposit Insurance Corporation 
believes that minimum capital require- 


ments should be related to the volume 
of deposits of the bank. It has adopted, 
as a tentative rule, the principle that 
no insured bank should be operated 
without a net sound capital equal to 
at least 10 per cent. of deposits. This 
ratio is a minimum, not a standard. 
The actual capital which a bank needs 
is dependent upon the character of its 
operations, the excellence of its man- 
agement, and its ability to keep its as- 
sets free from loss and doubtful items. 
In general, the lower the ratio of capi- 
tal to deposits and the higher the ratio 
of criticized assets to total assets, the 
greater the risk to the corporation, and 
the more stringent must be its super- 
vision. 

Capital ratios maintained by com- 
mercial banks today are generally lower 
than in the past. In 1875 the ratio of 
total capital account to deposits of all 
commercial banks in the country was 
about 70 per cent.; in 1890 it was about 
46 per cent.; in 1910 about 26 per 
cent., and at the present time it is only 
about 13 per cent. In addition, the 
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elimination of double liability for stock- 
holders of banks has further reduced 
the protection afforded the creditors of 
banks. In the past the double liability 
provision has been about 40 to 50 per 
cent. effective in the case of closed 
banks, and its elimination, therefore, 
has reduced the real capital protection 
of creditors of banks without any 
change in the capital ratios whatsoever. 

If banks are to write off losses 
promptly and to maintain adequate 
capital, they must have adequate earn- 
ings. Without earnings they cannot 
write off losses, build up capital ac- 
count and pay reasonable dividends. 
For this reason the Federal Deposit In- 
surance Corporation is vitally interested 
in the earnings of insured banks. There 
is little, however, that the corporation 
can do with regard to bank earnings. 
The corporation does not have the 
power to increase them. Through its 
regulatory power it can prevent the 
payment of excessive amounts of inter- 
est on time deposits. In practice, how- 
ever, this power is limited by considera- 
tion of the extent to which the banks 
must compete with other types of finan- 
cial institutions for the savings of the 
community. Such regulation, further- 
more, is general and cannot be related 
to the needs of individual institutions. 


| Through intensive studies of bank earn- 


ings and expenses the corporation 
hopes to make available to bankers in- 
formation which will be of help to them 
in improving their earnings and profits. 
In the end, however, bankers themselves 
must explore the channels for increas- 
ing revenue and reducing expenses and 
losses. 

The Federal Deposit Insurance Cor- 
poration is also interested in prevent- 
ing excessive competition from destroy- 
ing the earnings of insured banks. In 
passing on applications for insurance 
from new banks the corporation is re- 
quired to consider the future earnings 
prospects of the new bank, and this re- 
quires giving attention to the earnings 
of banks already operating in the same 
community. Insured banks, therefore, 
may expect the corporation to aid in 
protecting them against excessive com- 
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petition resulting from the creation of 
uneconomic banks. 

The banks are also being subjected 
to increasingly severe competition from 
other types of financial institutions. 
Whether or not banks can compete suc- 
cessfully with other institutions in mak- 
ing loans or in investing the savings 
of the community will depend not upon 
tradition but upon the ability of the 
banks to perform these services and 
meet the community’s needs most satis- 
factorily. This situation calls for con- 
tinuous study and research by bankers 
and for adaptability to changing condi- 
tions. The Federal Deposit Insurance 
Corporation through its ability to view 
banking in a broad way can be of some 
help. Leadership and initiative, how- 
ever, should come not from government 
bureaus but from the bankers them- 
selves. 

The business of banking, like any 
other form of business enterprise, is 
attended with risk and some failures are 
bound to occur. Deposit insurance does 
not itself keep banks from failing. The 
character and quality of banking is not 
a question of the existence of insurance, 
but a matter of the excellence of the 
judgment of bankers. The Federal De- 
posit Insurance Corporation pays the 
bill if a bank fails. It is the bankers 
who make the bad loans and incur the 
losses. If losses cannot be kept within 
limits that can be met by the banks 
and distributed over the banking sys- 
tem, a fundamental reorganization of 
our entire financial structure will un- 
doubtedly be called for. Banks must 
never again be permitted to fail in such 
large numbers with such appalling con- 
sequences to industry, trade, and em- 
ployment, and inflict hardship and ruin 
upon people of small means whose sav- 
ings are in the banks. 

Billions of dollars have been poured 
into the restoration of our financial 
structure. Mortgages and other forms 
of indebtedness have been refinanced; 
depleted capital and borrowing power 
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of business concerns have been restored. 
The capital of the banks of the country 
has been largely rebuilt and the assets 
of the banks cleaned up to the point 
where the banks are now sounder than 
at any time in the experience of the 
present generation of bankers. 

The Federal Deposit Insurance Cor- 
poration has capital funds of approxi- 
mately $300 million, a borrowing ca- 
pacity of approximately three times this 
amount, and an income from assess- 
ments of about $40 million a year. If 
the corporation, with these resources 
and income, proves to be unable to meet 
all losses to depositors, up to the $5000 
maximum for each depositor, the fault 
will lie not with the principle or plan 
of deposit insurance, but with the fact 
that the banking system is unsound and 
incapable of discharging its respon- 
sibilities. 





The Present Position of American Banking 


By J. F. T. O’Connor 


Comptroller of the Currency and Member Board of Directors 
Federal Deposit Insurance Corporation 


T is difficult in an article dealing 

- with the present position of Ameri- 

can banking to avoid going back 
to the past for comparative data. 
Students of banking, but perhaps not 
the general public, are sufficiently in- 
formed as to the evolution of our 
banking systems. Present-day bank- 
ing differs from the methods in vogue 
at the beginning of the twentieth 
century as much or more than the 
methods in vogue at that time differed 
from those prior to the establishment 
of the National Banking System in 
1863. There are today, as there have 
been substantially from the beginning, 
several schools of thought with respect 
to banking, but it is not the purpose of 
this article to discuss the merits or 


demerits of the systems now in vogue. 


After the second “Bank of the United 
States” ceased to function as a direct 
result of President Jackson’s veto on 
July 10, 1832, of the bill passed by 
Congress to re-charter the bank, the 
only media of circulation other than 
gold and silver coinage was that of 
bank notes issued by private banks 
and banks chartered by the various 
states. These bank notes were un- 
satisfactory at best, and this condition 
had a very material bearing on the 
passage of the act setting up the Na- 
tional Banking System in 1863 and the 
issuance of national bank notes secured 
by a pledge of Government bonds, as 
provided in that act. There was an 
immediate and rapid growth of the 
National Banking System and a cor- 
responding decrease in the number 
and total assets of state banks for the 
next ten or twelve years, because of 
the heavy tax placed on their notes. 
When the use of checks drawn against 
deposit accounts came into general 
practice, however, state banks again 
began to grow numerically. 
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Since the passage of the National 
Banking Act, the United States has 
had in reality more than a “dual” 
banking system. One major banking 
system, the National Banking System 
under the supervision of the Comptrol- 
ler of the Currency and the various 
state bank systems under the supervi- 
sion of the authorities of the forty- 
eight states making in reality a 
multiplicity rather than as commonly 
regarded two systems—state and na- 
tional. There is not, of course, the 
unity of supervision or laws relating 
to state banks that there is with respect 
to national banks, each state having its 
own laws and, in most instances, both 
the law and the supervisory practices 
differing from that of the other states. 
While there are approximately twice as 
many state as national banks in the 
United States (10,533 state as com- 
pared to 5347 national as of June 30, 
1936) total resources of the National 
Banking System as at the close of 
business June 30, 1936, last call, of 
$29,702,839,000, is almost one-half 
(44 per cent.) of the total of all bank- 
ing resources, fixed at $67,439,746,000, 
the same date. 

The National Banking System is 
said to have grown to maturity suffer- 
ing a want of proper legislative 
nourishment and attention. Neverthe- 
less, it grew to the point that its re- 
sources made possible the successful 
establishment of the Federal Reserve 
System in 1914 under the act passed 
on December 23, 1913. This act was 
regarded by many as the first step 
towards a unification of all banking 
in the United States, but while the act 
is mandatory as to membership by 
national banks, it remains permissive 
as to state banks. 

The national banks still comprise 
the bankbone, so to speak, of the 
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Federal Reserve System, the total re- 
sources of the 1032 state banks and 
trust companies, members of the 
Federal Reserve System as of June 30, 
1936, being $16,885,346,000. Of the 
approximately 9500 non-member state 
banks and trust companies (including 
238 private banks) having resources of 
$20,851,561,000 as of June 30, 1936, 
there are no data available as to the 
number which may be eligible for 
membership in the Federal Reserve 
System. The Federal Reserve Act and 
subsequent amendments thereto greatly 
liberalized banking practices, particu- 
larly with respect to national banks. 
Independent of the requirements of 
law with respect to legal reserves, most 
of the well-operated banks found, fol- 
lowing the establishment of the Federal 
Reserve banks, that their earning assets 
could be substantially increased with a 
corresponding reduction of their excess 
funds which were yielding little or no 
income. A source of profitable invest- 


ment, consisting of well-placed loans 
on improved real estate, was opened up 
with what many regarded as a re- 


sultant benefit to the banks and the 
communities they served. 

There was considerable confusion of 
thought following the passage of the 
Federal Reserve Act, however, as to 
the necessity for liberalizing the laws 
relating to national banks. Because 
state banks, members of the Federal 
Reserve System, were permitted to en- 
gage in many activities that were 
denied the national banks, there de- 
veloped a rather definite tendency for 
national banks to take out state 
charters. This tendency was not con- 
fined to either large or small national 
banks, although the motivating rea- 
sons were different in these groups. 

An impartial survey rather clearly 
indicates that, due to the division of 
authority between the national and 
state governments and the regulation 
of the banking business by forty-nine 
different authorities, charters were is- 
sued too freely, giving rise in many 
states to an excessive number of banks. 
Unquestionably, this was indirectly re- 
sponsible for many of the banking 
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difficulties experienced within recent 
years. Divided supervision unfor- 
tunately has not so far prompted (as 
many argued that it would) healthy 
competition between national and state 
systems, nor served to improve the type 
of management or raise the standards 
of banking. It apparently was the in- 
tention of the Congress in the establish- 
ment of the National Banking System 
to restrict national banks to those 
communities in which they could oper- 
ate profitably purely in the commercial 
field, and it was not until the turn of 
the century that legislation was passed 
permitting a deviation from this line 
of activity. 

No provision was made originally 
in the National Banking Act for 
national banks to operate branches ex- 
cept where branches were acquired by 
national banks through conversion 
from state banks, and no provision is 
in the law of a number of the states 
by which state banks may operate 
branches. National banks consolidat- 
ing with state banks having branches 
or a state bank having branches con- 
verting into a national bank, where 
such branches were not in contraven- 
tion of the state law, might continue to 
operate such branches. The Act of 
February 25, 1927, definitely vested 
in national banks the right to establish 
and operate new branches with the ap- 
proval of the Comptroller of the Cur- 
rency within the limits of the city, 
town or village in which the associa- 
tion is located, provided the establish- 
ment and operation of such branches 
are at the time of establishment 
specifically authorized to state banks 
by the law of the state in question. The 
Banking Act of 1933 increased the 
authority of the Comptroller to permit 
the establishment of branches by na- 
tional banks at any point within the 
state in which the association is located, 
if such establishment and operation are 
at the time authorized to state banks 
by the statute law of the state by 
language specifically granting such 
authority affirmatively and not merely 
by implication or recognition, and sub- 
ject to restrictions as to location im- 
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posed by the law of the state upon 
state banks. 

There was in existence at the date of 
passage of this law, sometimes known 
as the “McFadden Bill,” 372 branches 
in the national system, whereas today 
there are 1446. Perhaps the most 
rapid growth numerically in branch 
banking occurred in the period from 
the passage of the Act of February 25, 
1927, to October 31, 1927, in which 
time 527 branches were established by 
national banks. This apparent large 
increase, however, actually arose out of 
the conversion of state banks having 
branches into national banks or the 
consolidation of state banks having 
branches with existing national banks. 

It may not be generally known that 
American banks have branches in 
many foreign countries. National 
banks under the supervision of the 
office of the Comptroller of the Cur- 
rency have branches in twenty foreign 
countries, there being eighty-eight such 
branches, all of which are examined in 
regular course by national bank 


examiners detailed for the purpose. 
The Comptroller’s force also examines 
four national banks in Alaska, one in 
Hawaii and one in the Virgin Islands. 

In addition to the strengthening of 
the American banking position through 
the establishment of the Federal Re- 
serve System, the establishment of the 
Reconstruction Finance Corporation in 
1932, an emergency agency patterned 
somewhat after the War Finance Cor- 
poration and capitalized entirely by 
the Federal Government, was of major 
assistance in rehabilitating banks which 
found themselves in a badly-extended 
and greatly weakened position as a re- 
sult of the depression. In national 
banks this corporation had purchased 
through September 15, 1936, preferred 
stock in the amount of $497,670,694 
from 2004 banks, of which about one- 
third has since been retired. The cor- 
poration also invested $571,872,909 in 
preferred stock or “capital notes” of 
state banks, or a total of $1,069,543,- 
603. The sum of $952,914,448 has 
been advanced by the corporation on 
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the security of unacceptable or 
“frozen” assets as assistance in the 
rehabilitation of both national and 
state banks following the “Banking 
Holiday” in 1933. This added to the 
advances made by the corporation 
prior to the “Banking Holiday” makes 
a total of $1,950,008,840. Of this 
total, $1,713,148,890 has been repaid. 
The grand total of loans, purchases of 
preferred stock, “capital notes” and 
debentures by the corporation in as- 
sisting the banking situation, therefore, 
reaches $3,019,552,443. The fact that 
$2,076,297,937 has been repaid or re- 
tired is unmistakable evidence of the 
return of confidence and a generally 
improving condition. The rapidly im- 
proving position of banks is shown by 
the fact that of these repayments, $1,- 
410,849,901 has been made since the 
“Banking Holiday.” The willingness 


of the Government itself to go into 
partnership, so to speak, with private 
capital and lend assistance in this man- 
ner to the rehabilitation proved to be 
one of the major factors in the restora- 
banking 


tion of confidence in the 
structure. 

Just as there exists more than one 
school of thought on the subject of a 
unified system of banking and _ the 
subject of branch banking, there had 
also prior to the depression existed a 
rather sharp division of opinion as 
to the necessity for or the desirability 
of some type of guarantee or insurance 
for bank deposits. The passage of the 
act authorizing the establishment of 
the Federal Deposit Insurance Corpora- 
tion, of whose board the Comptroller 
of the Currency is a member, and the 
establishment of the corporation under 
the act appears to have rather generally 
resolved public opinion in favor of de- 
posit insurance. 

Bank failures, which will be dealt 
with subsequently, appear to have 
practically vanished, there having been 
only sixty-one banks, members of the 
corporation, with total deposits of $14,- 
635,000 to fail between January 1, 
1934 (date of the temporary insurance 
fund), through June 30, 1936. Com- 
pared to total number of bank mem- 


bers insured by _ the _ corporation, 
14,120, the percentage, both numeri- 
cally and of actual deposits involved 
with relation to the total number and 
deposits of banks in the United States 
will be seen to be very small. Of the 
$14,635,000 of deposits in these failed 
banks, $12,246,000 was made available 
through the payment in full by the 
corporation of insured accounts of 
$5000 and less and the reorganization 
and reopening of one bank. Of the 
66,035 accounts in these sixty-one 
failed banks, only 306 were not fully 
protected by the insurance fund. There 
are 7721 national and state bank and 
trust company members of the Federal 
Reserve System, 7665 state banks, not 
members of the Federal Reserve Sys- 
tem and fifty-six mutual savings as- 
sociations which have the status of 
insured banks with the corporation. 
This leaves only 1843 banks, not mem- 
bers of the Federal Reserve System, 
uninsured. 

During the period from 1921 to 1933 
the prominence of bank _ failures 
pointed unmistakably to the existence 
of a dangerous banking situation. De- 
tailed statistics as to total deposits im- 
pounded by failures and subsequently 
released through dividends by receivers 
and liquidating agents, or by re 
organization, is not available in so far 
as it relates to state banks, although 
the number of banks that have failed, 
both state and national, since the first 
failure of a national bank in 1865, was 
3108 through the year 1920. These 
banks had less than $1,000,000,000 of 
total resources, yet from 1921 to March 
15, 1933, 11,278 banks, with deposits 
alone of $5,102,861,000 failed. When 
to this is added the 4507 with deposits 
of $4,105,265,000 which were not per- 
mitted by the various supervising 
bodies to reopen on March 16, 1933, 
following the “Banking Holiday,” and 
an additional number of 221 with de- 
posits of $152,538,000 which closed 
during the remainder of that calendar 
year, some idea may be gained of the 
difficulties into which banks had 
drifted. While this staggering total of 
16,006 banks with total deposits of 


—_— & *2.°® & we 


ae ee a ae 





THE BANKERS MAGAZINE 


$9,360,664,000 which closed in the 
thirteen years from 1920 may be to a 
considerable extent attributed to the 
depression, it cannot be overlooked 
that 5714, with deposits of $1,625,- 
468,000 had failed during the period 
1921-1929. 

Data regarding absorptions or con- 
solidations to prevent failure are un- 
available, but one authority states there 
is little doubt that of the 5137 banks 
which were absorbed ‘by other banks in 
the ten-year period, 1921-1931, im- 
pending insolvency was the immediate 
reason that prompted directors and 
stockholders to liquidate a substantial 
portion of the number. It appears 
then that while the depression brought 
about an enormous increase in the 
failure of banks, bank failures them- 
selves in turn had very considerable to 
do with bringing about the depression. 

The results of liquidation of national 
banks are in the record to the extent 
of 1371 finally liquidated from the 
year 1865 through October 31, 1935, 
inclusive. The average percentage of 


expense to collections is 6.55 per cent. ; 
ie., out of every dollar realized from 


assets, more than 93 cents was re- 
turned to the creditors, this, notwith- 
standing that within the past two years 
an entirely new item of expense against 
receivership trusts has been incurred. 
This item is interest paid on money 
borrowed from the Reconstruction 
Finance Corporation against the assets 
in closed banks, the proceeds of which 
have been used to pay dividends. For 
the year 1935 this figure added 1.78 
per cent. to the cost of receiverships. 
The immediate release of funds to dis- 
tressed creditors as a result of this 
program, however, more than justified 
the expense. 

The average percentage of recovery 
to all creditors of national bank re- 
ceiverships closed the year ended 
October 31, 1935, was 76.45 per cent. 
The year-to-year fluctuations from 1865 
were considerable, ranging from 100 
per cent. in recovery for receiverships 
closed in the years 1889, 1900 and 
1906 to those of 28.7 per cent. in 1866 
and 40.79 per cent. in 1875. These 
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lows were extremes, however, for in no 
other year has the figure fallen below 
60.26 per cent. and from 1900 through 
1906, it was for successive years, 100 
per cent., 87.44 per cent., 99.71 per 
cent., 99.26 per cent., 99.12 per cent., 
99.64 per cent. and 100 per cent. From 
1906 through 1929, it remained above 
80 per cent., since when it has slowly 
receded to the figure of 76.45 per 
cent., given as above for the year ended 
October 31, 1935. The average for the 
entire period approximates 80 per 
cent. In view of the enormous increase in 
failures since 1921, at which time for 
the year ended October 31 the average 
percentage of recovery to all creditors 
stood at 83.79 per cent., this decrease 
in percentage of recovery of only 7.34 
per cent. is indeed remarkable, and 
the entire history of liquidation con- 
stitutes a record of which the office of 
the Comptroller of the Currency is 
proud. It has been stated that this 
record of return to creditors, as well 
as the record of expense per dollar of 
collections established in the liquida- 
tion of national banks, far surpasses 
that of any other known collection or 
liquidating procedure. 

In a number of the states no reports 
have been published in recent years 
furnishing data regarding bank failures 
or liquidation, and in those cases where 
the results are given it is not always 
clear whether it applies to all creditors 
or to depositors only. Many of the 
states have statutes fixing the order in 
which creditors will be paid, so that 
comparable data are not available. 
The Federal Reserve Committee on 
Branch, Group and Chain Banking 
published a table showing the per- 
centage of dividends and offsets paid 
to common creditors by 988 state banks 
in 35 states, the receiverships of which 
were completed during the period 
1921-30, to be 62.0 per cent. 

Comparative figures reflected in the 
periodical reports of condition in re- 
sponse to current calls by the 
Comptroller of the Currency on na- 
tional banks and various supervising 
authorities for state banks indicate a 
very material improvement in_ the 
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banking situation. In so far as national 
banks are concerned, this is reflected in 
general deposits, earnings, increased 
earning assets and reduced bills pay- 
able and other obligations representing 
borrowed money. Some comment has 
recently been made on the holding of 
obligations of the Government as well 
as securities guaranteed by the Govern- 
ment as to interest and principal, and 
while these have increased in the na- 
tional banks from $7,173,007,000 on 
June 29, 1935, to $8,447,364,000, de- 
posits have increased for the same 
period from $22,518,146,000 to $26,- 
200,453,000. This large increase in 
deposits is not to be attributed to de- 
posits of the Federal Government or 
the states and various political sub- 
divisions, United States Government 
deposits increasing in this period 
$150,248,000 and state, county and 
municipal deposits increasing $263,- 
171,000. These two sources account, 


therefore, for only $413,419,000 of the 
total increase of deposits of $3,682,- 
207,000. Legal reserves, cash in vaults 


and balances due from other banks 
amounting to $8,381,422,000 are equal 
to almost one-third of the total deposits. 
Compared to the condition of national 
banks at the time of the high mark 
of their investment in Government 
securities immediately following the 
World War, when on May 12, 1919, 
there was reported a total of $4,028,- 
110,000 against deposits of $15,897,- 
072,000 and cash and available reserves 
of $4,864,646,000, the relative posi- 
tion of national banks with respect to 
Government securities is much stronger. 
Especially is this true when considera- 
tion is given to the fact that on May 
12, 1919, these banks had outstanding 
obligations representing borrowed 
money, including rediscounts with 
Federal Reserve banks of $1,547,723,- 
000, whereas today such obligations 
amount to $2,872,000. At the same 
time, loans and discounts were $9,- 
904,821,000 in 1919, whereas today 
they are $7,759,149,000. 

The general effect of the recently 
enacted legislation liberalizing the 
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ability of national and state member 
banks to extend credit because of the 
change in classifications as to eligibility 
and the greater latitude given the 
Federal Reserve System to issue cur- 
rency against eligible paper has not 
so far established any definite tend- 
encies. Neither can it be determined 
what effect the elimination of the so- 
called double-liability of shareholders 
in national banks will have. The law 
has been strengthéned as to surplus and 
minimum capital requirements for 
these banks to the extent it is felt that 
the protection for deposits will remain 
substantially the same after the effec- 
tive date of the act eliminating double 
liability. The authority given the 
Board of Governors of the Federal 
Reserve System for the removal of 
executive officers of member banks, 
after a warning from the Comptroller 
of the Currency or the Federal Re- 
serve Agent, the regulation of private 
banking, payment of interest, liberal- 
ized requirements as to real estate 
loans, the Industrial Loan Act, the 
creation of the Federal Housing Ad- 
ministration for the purpose of insur- 
ing to banks loans made by them in 
accordance with the terms of that act 
on certain types of real estate and the 
establishment of the Federal Deposit 
Insurance Corporation—all are to be 
regarded as beneficial to banks and the 
banking structure generally. 
Reviewing the statistics as well as 
the legislation of recent years, only a 
portion of which can be referred to 
because of a lack of space, we are led 
inevitably to the conclusion that banks 
are today operating on a sounder basis 
than at any other time in the history 
of American banking. With returning 
prosperity, new outlets are being 
opened for profitable and safe invest- 
ments, and it is felt that the recent 
laws and regulations, although per- 
haps not perfect, will be the means of 
increasing not only the _ general 
prosperity but particularly the pros- 
perity of the banks and at the same 
time eliminate many of the hazards 
which have beset them in the past. 





The Limitations of Central Banking 


By EpmMunp PLattT 


Former Vice-Governor, Federal Reserve Board; Vice-President, Marine 
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(@P ACK of agreement among ex- 
perts on the subject of central 
banking has gone far beyond 

the bounds of desirable and stimulat- 

ing intellectual controversy. It ap- 
proaches an intellectual scandal, with 
shocking effects of the gravest import 
upon the formulation of _ public 
policies.” This is a quotation from an 
article, entitled “The Dilemma of 

Central Banking as Illustrated in Re- 

cent Literature,” in the last number 

of the Quarterly Journal of Economics, 
by Winfield W. Riefler, author of 

“Money Rates and. Money Markets in 

the United States,”.and formerly a re- 

search worker connected with the 

Division of Analysis and Research of 

the Federal Reserve Board. 

The article from which the quotation 
is taken is a review and a comparison 
of five volumes dealing with the sub- 
ject of central banking, all of them 
written during the great depression and 
more or less “dominated by the com- 
plications of that period, which wit- 
nessed at one time or another the col- 
lapse of nearly all of the financial 
arrangements in terms of which bank- 
ing theorists have been trained to 
think.” One of the volumes is T. E. 
Gregory’s latest (third edition) of 
“The Gold Standard and Its Future.” 
“Within the limits of its covers, this 
volume is at the same time more in- 
viting, compelling and convincing than 
any other of these five works.” Mr. 
Riefler apparently includes this book, 
which is not so greatly concerned with 
central banking as the others, chiefly 
to point out the contrast, and says: 

“That it remains convincing only 
within its covers, however, is amply 
illustrated not only by the current con- 
tributions of other students but also by 
the apathy with which this whole in- 
tegrated series of concepts is now 


treated by leaders in industry, finance 
and government, abroad as well as 
here.” One of the other books selected, 
Lawrence Clark’s “Central Banking 
Under the Federal Reserve System,” 
also represents “the more orthodox 
approach” and is concerned also 
“directly with monetary phenomena 
and their implications.” R. G. 
Hawtrey’s “The Art of Central Bank- 
ing,” E. F. M. Durbin’s “The Problem 
of Credit Policy,” and Arthur Gayer’s 
“Monetary Policy and Economic 
Stabilization,” all either assume or en- 
deavor to maintain that central bank- 
ing can produce economic stabilization. 
“Until fairly recently,” said Mr. 
Riefler, “the possibility of using 
central bank action as a means towards 
stabilization was regarded primarily 
as an addition to the other and older 
responsibilities of central bankers, and 
not as a redefinition of those duties. 
It was still accepted, for example, that 
maintenance of the currency and of 
liquidity in the money market was a 
primary function of central banks, the 
requirements of which preceded in im- 
portance their responsibilities for more 
general economic stabilization. It was 
also rather generally assumed that the 
most that could be asked of central 
banks was that they use their powers 
as an influence toward economic 
stabilization, not that they be respon- 
sible for its achievement. In much of 
the current writing on central bank- 
ing, however, the powers and _activi- 
ties of central banks are_ treated 
primarily as immediate instruments of 
general stabilization, while their other 
responsibilities tend to be relegated to 
a subordinate position.” 

Mr. Riefler indicates that his own 
opinion is that the writers who are 
asking central banks to be responsible 
for economic stability are expecting too 
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much, and he criticizes mozt of the 
writers for not having made use of the 
material afforded by the events preced- 
ing the depression and for paying 
almost no attention to the lessons 
which the experience might be expected 
to contribute to our knowledge of 
financial organization. Great damage 
has been done by the fact that “the 
public has accepted as a fact the thesis 
promulgated by economists not only 
that central banks should stabilize 
business activity but also that they 
know how to do so.” The officers of 
central banks in the future “to a much 
greater extent than in the past will 
be bound to their decisions in the light 
of new responsibilities.” 

Had Mr. Riefler’s review included 
another notable book on central bank- 
ing, “The Theory and Practice of 
Central Banking,” recently published 
by Professor H. Parker Willis of 
Columbia University, it would have in- 
cluded a volume which distinctly de- 
clares that what the ‘public expects 
central banks to do cannot be done. 
Professor Willis’s book is a very full 
account of the development of a central 
banking idea in the United States, but 
he is decidedly not a monetary 
magician, does not believe that credit 
can be controlled in such a way as to 
prevent all fluctuations of the business 
cycle and is rather more pessimistic 
than Mr. Riefler about the future of 
central banking. 

It is easy to see by looking at what 
has taken place in other countries as 
well as in our own that the public has 
been led to expect too much from its 
central banks and from its banking 
systems generally and when they do 
not accomplish miracles has declared 
their failure due to machinations and 
manipulations of “economic royalists,” 
inherent as they have been taught to 
believe in private ownership and 
operation of banks. They have then 
demanded public ownership or con- 
trol of central banks. Europe has 
several examples of public ownership 
or control of central banks, the latest 
of which is the Bank of France, and 
we have on this side of the ocean a 
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new central bank in Canada, now con- 
trolled by the Government. 

The Federal Reserve System is so 
nearly controlled that it has very little 
scope for independent action. Its 
earning assets are almost exclusively 
U. S. Government securities and they 
cannot be sold even to prevent a 
threatened credit inflation without 
crippling both the system itself through 
stripping it of its earning assets and 
demoralizing the market for Govern- 
ment securities. 

Dr. Willis has a chapter on “Central 
Banking and Price Control,” one of 
the conclusions in his summary being 
“Central banks do not control the 
price of commodities by changing the 
amount of their credit outstanding. 
. . . Central banks may exert a certain 
temporary influence upon the equilib- 
rium of prices by changing the direc- 
tion of the credit which they extend 
and endeavoring to place it with those 
borrowers whose application for it is 
in line with current requirements of 
the equation of supply and demand. 
The experience of the United 
and of Great Britian alike, 


States 
within recent years, militates against 
the thought that central banks can 


affect the price level through the 
quantitative method assumed in former 
years. The experience of foreign 
countries is still less able to support 
the price control hypothesis.” Dr. 
Willis notes the strong demand in 
many countries for Government control 
of central banks, and in a chapter 
entitled “Government vs. Private 
Credit,” he says, “There is in a word, 
thus far, not the slightest basis for ap- 
proving of the management of central 
banking in the United States through 
Government intervention and not the 
remotest grounds for believing that in 
the future there would be a better or 
more enlightened supervision in con- 
sequence of it.” In a chapter on “The 
Future of Central Banking,” he says, 
“The ‘new’ central banking which 
many ‘reformers’ appear to have in 
mind is a type of credit manipulation 
aimed at the reorganization of eco- 
nomic society along lines arbitrarily 
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conceived of as designed to promote 
greater justice. 

“Evidently,” said Dr. Willis, “if gov- 
ernment planning in the usual sense of 
the term—the direction of agricultural 
and manufacturing effort through gov- 
ernment edict, the regulation of rates of 
interest and the dictation of the amount 
of credit to be granted by reference to 
current desires regarding commodity 
prices, securities values, or business ac- 
tivity generally—is to take the place of 
a distribution of capital based upon 
ability to manufacture and sell goods 
economically and limited by the actual 
consuming power of the community, the 
access of each class to wealth to be de- 
termined by its productive power, then 
entirely new technique and philosophy 
of banking will have to be worked out. 
In such conditions the entire concept of 
liquidity and probably also that of sol- 
vency in the older sense of the terms 
must be abandoned. Banking will 
doubtless in such conditions become a 
mechanism of control which cannot be 
expected to be prosperous or perhaps 
self-supporting and whose efficiency will 
be judged merely by the extent to which 
it succeeds in carrying out for the time 
being the ideas of a ruling clique in 
connection with the redistribution of 
wealth. Such ideas in turn will be 
motivated merely by the effort to con- 
solidate the political power of a given 
clique or group, and while doubtless 
always covered by the usual professions 
of desire to promote the good of the 
community, will after all be subservient 
to a conception of public welfare which 
is based upon a continued authority of 
a given person and his associates. 


“From this it is clear that the choice 
of direction between the two types or 
forms of central banking to which we 
have made reference is a choice which 
must be made as an incident to a large 
question of economic organization. 
‘Sound Banking,’ in the sense of the 
term which has been admitted during 
past years, is incompatible with the so- 
called ‘planned economy’ which has be- 
come so popular an ideal with sundry 
social reformers. If a planned economy 
has a banking system of its own which 
it is prepared to substitute for the older 
system, it has not yet made that fact 
manifest nor has it done anything to 
demonstrate the superior efficiency or 
feasibility of its own course of action. 
In this sense then the future of central 
banking becomes enigmatic, since at 
present, as on similar occasions, there 
is widespread belief that it is entirely 
possible to retain old institutions to 
which the public has become accustomed 
even after the basis for them has disap- 
peared, so that there is no longer a 
footing upon which they may rest with 
confidence.” 

Possibly, if recovery continues as 
now seems probable, we may escape 
some part of the dilemma which con- 
fronts all central banking. Some of the 
Government lending agencies at least 
are likely to be discontinued, the Treas- 
ury may take itself out of central bank- 
ing, and the Government’s control over 
the Federal Reserve System may be re- 
laxed. It is perhaps conceivable, though 
it does not seem probable at present, 
that the gold which really belongs to 
the Federal Reserve System may be re- 
stored to it. 
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The Problems of American Banking 


By WALTER LICHTENSTEIN 


Vice-President, First National Bank of Chicago 


N the leading article in the London 

Economist of August 1, 1936, dis- 

cussing our recovery, there occurs 
this striking sentence: “The [American] 
banking system is as unstable as ever— 
if not more so.” This is an excellent 
text. I shall not argue whether the 
Londen Economist is right or wrong. 
I believe that gradually our viewpoint 
in respect to our banking system is be- 
ing modified somewhat. I can describe 
the change best by using the words of 
J. A. Spender, the distinguished British 
publicist and for over a quarter of a 
century editor of the Westminster 
Gazette. In a recent article he made 
the statement: “I think there is a new 
awareness about, the existence of a sense 
of danger, which, although unpleasant 


to live with, enables us to hope that the 
actual situation is not as bad as it looks 
on paper.” 


Variety in Character and Number of 
Financial Institutions 


It must be remembered that a whole 
series of financial institutions has grown 
up in response to specific needs or op- 
portunity for profit. There are the 
commercial banks, the Federal Reserve 
institutions, savings banks, investment 
and mortgage companies, building and 
loan associations, Morris Plan banks, 
finance companies, and agricultural 
credit institutions—public, semi-public 
and private. There are, for example, 
fifteen credit agencies wholly or partly 
financed by the Government, the Gov- 
ernment’s total interest in these on De- 
cember 31, 1935, amounting to $4158 
million. The use of so much Govern- 
ment money merely to finance lending 
agencies cannot fail to affect in some 
degree at least the activities of banks 
and other private lending agencies. 


Condensed from a recent address. 


Gradually, there is being created a per- 
fect crazy quilt. As an indication of 
some of the difficulties created by this 
situation, it may be of interest to call 
attention to the inadequacy of some of 
the published statistics relating to credit 
expansion. Loans by member banks, 
as is well known, have gone up very 
slowly, and as central banking authori- 
ties base their conclusions largely on 
the data furnished by reporting member 
banks, they have decided there has been 
very little credit expansion. But how 
about loans made by other credit agen- 
cies? For example, the six largest fi- 
nance companies which handle the pre- 
ponderant part of installment paper in 
the country had outstanding on June 30 
of this year approximately $1144 mil- 
lion. Of this amount they had borrowed 
from banks $777 million, leaving, there- 
fore, a substantial amount of credit 
created by them entirely outside of the 
commercial banking system. 

In the political campaign now going 
on* the two forces which have deter- 
mined American history from the be- 
ginning are very much in evidence; on 
the one hand, the continuous striving 
of the central government to grasp 
more and more power and ever extend 
its activities; on the other, the great 
fear of too much concentration of power 
in any one place and the desire to main- 
tain the peculiarities of each region of 
the country and if possible of each state 
in the Union. I have no desire to make 
a political speech and, even if I had, 
this is not the time or place for one, 
and so I shall not seek to present my 
views on this subject. I mention it be- 
cause the forces to which I allude have 
played also a great réle in the develop- 
ment of banking in this country. In 
proof permit me to touch upon some of 


*This address was delivered before the 
November election. 
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the outstanding facts of our banking 
history. 


Development of American Banking 


In the colonial days banking was not 
regulated at all, and as we were almost 
entirely an agricultural country, where 
the bulk of the people themselves pro- 
duced most of their necessities, there 
was little call for banking facilities. 
As cities developed and domestic and 
foreign trade grew, the production and 
distribution of goods required some fi- 
nancing, and our first bankers were not 
very different from the merchant bank- 
ers of Great Britain. After the Con- 
stitution was adopted, Alexander Hamil- 
ton, our first Secretary of the Treasury, 
saw the need of some financial order 
and so became responsible for the or- 
ganization of the Bank of the United 
States, the first of the name, which fol- 
lowed somewhat the model of the Bank 
of England, founded in 1694. When 
the charter of this bank expired in 1811, 
it was not immediately renewed, and 
five years elapsed before we find an- 
other Bank of the United States or- 
ganized. This one gave financial leader- 
ship to our country for twenty years, 
namely from 1816 to 1836. The de- 
velopment of the new democracy of the 
West which disliked the financial pre- 
dominance of the East, which was not 
interested in foreign trade and in in- 
dustry, which had little ready cash and 
regarded restraint upon individual in- 
itiative as interference with personal 
liberty, felt that an institution such as 
the Bank 
relatively large capital resources was 
undemocratic and un-American and de- 
signed to keep the untrammelled, vigor- 
ous, though uncouth, agricultural West 
in the power of the over-refined, in- 
dustrial East. These newer forces were 
typified by Andrew Jackson, and with 
his election to the presidency in 1828 
the country entered upon new and un- 
charted routes. Even today we do 
not know where some of these may lead 
us. Jackson incited by his personal and 
political antagonism to Nicholas Biddle, 
the head of the Bank of the United 
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States, did not hesitate to prevent the 
renewal of the charter of that bank 
when it expired in 1836. 


The National Banking System 


Thus, for the time being, the attempt 
to develop a banking structure which 
could expand and grow up with the 
country was brought to a close until 
finally the need of financing the Civil 
War led the Federal Government to con- 
cern itself anew with banking problems, 
The whole purpose at that time of hav- 
ing banks chartered by the Central Gov- 
ernment was merely to create a ready 
market for its bonds. This was done 
by permitting national banks to issue 
currency based upon Federal bonds and 
make a profit thereby. State chartered 
institutions continued to exist, but for 
a while decreased in number, so that it 
was expected these would disappear en- 
tirely. However, as time went on it was 
found that these state chartered institu- 
tions, while deprived of the possibility 
of making a profit by issuing bank notes 
(a heavy tax was imposed upon bank 
notes issued by any institution other 
than a national bank) had other sources 
of profit which were not accessible to 
the nationally chartered institutions. 
Foremost among these were real estate 
mortgages. As our cities expanded and 
new agricultural lands were opened up, 
the possibility of profit became very 
great. The funds, moreover, were fur- 
nished largely by savings deposits which 
could be lent for longer terms than the 
commercial deposits to which the na- 
tional banks, at the time of which I am 
speaking, were restricted. Likewise, 
when people began to leave estates, con- 
sisting largely of securities, trust de- 
partments developed and these, also, 
national banks were originally not al- 
lowed to operate. So after a while the 
number of state chartered banks again 
began to grow and a formidable rivalry 
between the two systems developed. The 
result was that gradually the powers of 
the national banks were enlarged to 
meet the competition of state chartered 
institutions, and with the enactment of 


the McFadden Act of February 25, 
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1927, national banks were given more 
or less the same rights as their state 
chartered competitors. 

Meanwhile another development was 
taking place. As the debt of the United 
States, which had risen to high figures 
in the Civil War, was gradually liqui- 
dated, there were fewer Federal bonds 
available and the basis for the issue of 
bank notes shrank. The amount of this 
bond-secured currency obviously bore 
little or no relation to the needs of the 
business community. In fact, when 
times were good and more currency was 
needed, the receipts of the Treasury 
would increase, which thus could reduce 
the bonded indebtedness of the country 
more quickly and shrink the basis for 
currency issues still further. The money 
market would thereby be unduly tight- 
ened. The full effects of this situation 
were made apparent to the whole coun- 
try by the money panic of 1907 which 
was brought on almost entirely by the 
inflexibility of the currency; there 
simply was not enough currency avail- 
able to meet the needs of the moment 


and there was no way of quickly in- 
creasing the amount. 


The Federal Reserve System 


Farsighted men even before this oc- 
currence had been preaching the need 
of a sounder and more flexible currency 
and the movement gained impetus in 
consequence of the events of 1907. Vari- 
ous people, notably Paul M. Warburg, 
were leaders in a campaign of educa- 
tion which finally convinced the coun- 
try that our system of currency issue 
was archaic and required revamping. 
Perhaps there was also an understanding 
in some quarters that our banking struc- 
ture as a whole was unsatisfactory, but 
there were too many interests which 
would be adversely affected by a change 
and too much of the feeling existed 
which had swept Andrew Jackson into 
power to make it possible to do much. 
So, while the currency was placed on a 
sound basis, there were few structural 
changes made in banking. Only a kind 
of keystone was created to hold together 
a weak arch. A central banking system 


was established, which was decentralized 
at first in form and in fact, later on 
pretty much only in form. It had 
rather been expected that under the aegis 
of this central banking system there 
would be developed a unified control 
over banking in the sense that all banks 
would be subject to the same laws, regu- 
lations and supervision. But while the 
preponderance of the banking capital 
of the country was in the membership 
of the Federal Reserve System, in point 
of numbers the large majority of banks 
did not join the system, and the rivalry 
existing between state chartered and na- 
tionally chartered institutions continued. 
Also, a new line of cleavage made itself 
felt, caused by antagonism between 
members and non-members of the Fed- 
eral Reserve System. This was worse 
than the former division, for while large 
and relatively small banks had national 
charters and large and small banks also 
had state charters, the large banks were 
all members of the Federal Reserve 
System, while very few really small 
banks were, could be, or cared to be. 
Thus the line of demarcation between 
large and small institutions, while per- 
haps not being any greater than for- 
merly, became more noticeable and 
more clearly marked. This was bad 
since ‘evil effects often result not from 
division itself but from the conscious- 
ness that there is one. 


The Crash of 1929 


So matters continued until the crash 
of 1929. In the years 1930, 1931 and 
1932, 5102 banks closed their doors; 
others were merely saved by being 
merged with stronger institutions. Pos- 
sibly a certain number of people began 
to believe that a few large strong banks 
with branches might be better than a 
large number of small independent in- 
stitutions. But this feeling was not 
very general and not very deeply felt. 
In part this was so because, for ex- 
ample, in a city like New York where 
there was branch banking, the Bank 
of United States with a very large 
number of branches did fail, while in 
Michigan the extent and importance of 


an. in ut eo ce BD of ow ao eo ot ok Se oo ea a 





To the Ninety Year Old Bankers Magazine 
Greetings and Good Wishes from the 
Seventy-one Year Old 


(Ommerce [rust Ompany 


Kansas City, Missouri 


the banking troubles were largely due wise or unwise. I am concerned with 
to the collapse of two large banking showing that they do not involve struc- 
chains with branches and ramifications tural changes in the system of our com- 
throughout the state. Consequently it mercial banks taken as a whole. I 
wasn’t strange that the public felt that merely desire to register my view that 
branch banking and chain banking (and these actions solved no really funda- 
in the public mind the two are synony- mental problems. But whether that is 
mous) did not offer a solution of our so or not, the belief that underlay both 
problem and that in fact the failure of the Banking Act of 1933 and the Bank- 
a branch banking or a chain banking ing Act of 1935 was that the changes 
system on account of its size and ramifi- proposed would go far toward solving 
cations might prove more disastrous our banking difficulties. 

than the failure of a number of isolated 

banks. This is why the measures de- Insurance of Bank Deposits 
signed to bring about banking reform 

were concerned largely with such prob- To the millions of people who suf- 
lems as the separation of commercial fered as a result of bank failures in 
from investment banking, with the this country the outstanding achieve- 
strengthening of supervision over banks, ment of the Banking Act of 1935 was 
with the better control over officers of the establishment of a permanent system 
banks, etc., which in a larger or lesser of guarantee of bank deposits by the 
degree were, after all, details. Then Federal Government. At various times 
when an administration appeared with in our history this has been suggested 
theories about gold, silver and currency nd eight states had tried guarantee of 
at variance with the views of most econ- bank deposits schemes. These had al- 
omists and a belief that everything could ways proved failures but the country as 
be solved by centralized control of a whole knew little or nothing about 
credit and money, such questions as_ these experiments and even when known 
branch or chain banking versus unit there was a belief that some such scheme 
banking, were pushed to one side. Much would work if the base were broadened, 
was made of the separation of commer- i. e., instead of being confined to the 
cial banking from the underwriting and banks of a single state those of the 
distribution of securities. Simply be- whole country were included. Be that 
cause abuses had grown up was in itself as it may, for the time being at any 
no valid reason for the action taken. rate deposit insurance or guarantee of 
I am not arguing at present as to bank deposits—use whichever term you 
whether or not the policies adopted were _ prefer—is here to stay and it is up to the 
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bankers to try to make the plan succeed. 
James H. Perkins, chairman of the 
board of the National City Bank of New 
York, delivered an address on May 21, 
1936, before the Texas Bankers Asso- 
ciation and I shall repeat here his state- 
ments regarding the present plan of 
deposit insurance: 

“The opposition of bankers hereto- 
fore has not been merely for the selfish 
reason that it would cost them some- 
thing, but because they feared it would 
be a demoralizing influence in the busi- 
ness and tend to increase irresponsible 
banking and bank failures, which would 
mean a waste of capital, and tend to 
aggravate all the evils of inflation and 
deflation that result from bad banking. 

“The distinction between insurance of 
bank deposits and insurance against 
losses by fire or death should be made 
clear. Bank failures are not, in in- 
surance parlance ‘insurable risks’. They 
involve a ‘catastrophe’ angle, in that 
they come in cycles and all at one time, 
whereas life insurance companies and 
fire insurance companies have come to 
be able to rely on mortality tables and 
on records of fairly evenly distributed 
losses. Moreover, life insurance is pro- 
tected against fraud to a great extent 
by the fact that most persons desire to 
live. Fire insurance would break down 
under incendiary losses but for the pre- 
cautions that are taken to compel in- 
sured to carry part of the risk. Deposit 
insurance relieves the insured of any 
responsiblity for where he places his 
money, and this means that the only 
protection for the system is in very 
stringent supervision of the banks. 

“Therefore, in accepting the new 
policy, it behooves bankers to bear in 
mind the dangers involved in it and 
try to avoid them. 

“Tt should not be thought that the 
small percentage of losses in these early 
years of the system are any guide to 
the losses that may occur later. The 
number of banks is still being reduced 
and the failures now occurring are on 
account of old losses. Banking is 
being conducted now under the _ in- 
fluences of recent exverience and with a 
feeling of caution that is occasionally 


criticized. The danger to the insurance 
system does not come at such a time, 
But we expect and hope that the con- 
ditions will change, and that in time 
we shall have a return of confidence 
and ambition, with deposits growing, 
possibly very rapidly, and with more 
profits in banking than have been seen 
recently. When that time comes we 
must be on the lookout for another 
era of bank promotion, with new banks 
springing up everywhere to divide the 
profits, and endeavoring to attract de- 
posits from existing banks. The readiest 
way to do that will be by offering in- 
ducements of various kinds. If there 
are restrictions upon competition in 
interest rates, the competition may 
take the form of liberality of accom- 
modations, and new adventures in bank- 
ing, with experience all to get, may be 
carried away by the enthusiasm of the 
next boom, and repeat all the errors of 
the past.” 


Branch Banking As a Remedy 


The suggestion has been made at 
various times that the final answer to 
all this lies in developing a relatively 
few large systems of branch banking. 
The example of other countries is cited; 
they have witnessed a steady trend to- 
ward combining commercial banking 
resources in a relatively few large sys- 
tems. Such a movement began some 
decades ago in Great Britain and has 
been imitated in practically every coun- 
try of the world excepting our own. 
It is a most delicate problem to discuss 
because it is still true that to speak 
about branch banking versus unit bank- 
ing or any subject related thereto im- 
mediately enters upon a field which has 
been and is the subject of bitter con- 
troversy among bankers. Any sugges 
tion that we have branch banking on a 
substantial scale in this country is 
hailed at once as being un-American. | 
have never been able to understand why 
any particular system of banking is 
either American or un-American. Unit 
banking has not in the past been 
peculiar to this country and until re 
latively recent times there was no very 
active opposition to branch banking. 
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It is generally assumed that foreign 
countries, like Germany, France, and 
Great Britain, have no unit banks. It 
depends upon what is meant by banks. 
Certainly in all these three countries 
there are banks, besides the large branch 
banking systems, which receive deposits 
and lend out money on real estate 
mortgages. There are many savings 
banks in all these countries which lend 
out money. Now the question in my 
mind is, do these banks differ es- 
sentially from most of our country 
banks? In practically all countries 
savings deposits are only time deposits 
in name and not in fact; for example, 
we actually pay out savings deposits on 
demand and in times of panic, as we 
all know to our cost, the savings de- 
posits are withdrawn more quickly than 
commercial deposits. This same con- 
dition prevails in nearly all other 
countries. Most of our country banks 
are in essence largely savings banks and 
most of the money which they lend 
is secured by real estate; certainly that 


has been the condition in the past. The 
great difference that exists, it seems to 
me, between other countries and our- 
selves is that other countries allow 
branch banking in the widest sense of 


the word, while we do not. It is also 
unquestionably true that if there are a 
few very large branch banking systems 
they will dominate, and such unit 
banks as continue will be relatively in- 
significant and unable seriously to affect 
the credit structure of the country. I 
only mention the matter here, because 
I am under the impression that the be- 
lief prevails in this country that branch 
banks drive out all unit banks. 

There is another point to be brought 
out and that is that branch banking by 
no means solves all banking problems; 
it is not a panacea for all evils. 
Moreover, for us in the banking busi- 
ness there is a serious danger in the 
development of large branch banking 
systems. If it should come to pass that 
in this country practically all the bank- 
ing power is concentrated in a few 
arge systems, it would be infinitely 
easier than it is now for the Govern- 
ment to nationalize all banks. The 


best protection all of us in the banking 
business have against too much political 
chicanery and the putting into practice 
of too many financial nostrums is the 
existence of thousands of small banks 
scattered all over the country, tied up 
with local interests, and therefore able 
to exert political influence. It should 
be noted that large, successful branch 
banking systems do not prevent attacks. 
In Great Britian, as banks did not fail, 
depositors did not suffer losses, but, in 
spite of this, one of the planks in the 
platform of the British Labor Party 
urges the nationalization of banks. 


Value of Banking Education 


Some of my friends have pointed out 
that perhaps some of our difficulties 
would be eradicated if we worked for 
the better training and education of 
people employed by banks. I am afraid 
this also will not solve many difficulties. 
It is true that good training will make 
for better bank officials, but I doubt 
whether any system of education will 
develop managerial capacity; to a cer- 
tain extent that must be inborn. 

As regards the theory of banking, 
very valuable work is being done by 
the classes conducted by the American 
Institute of Banking, an organization 
which was started thirty-five years ago 
by \bank officers and clerks owing to 
their realization that alongside of 
practical experience a certain amount 
of theoretical knowledge is necessary. 
Recently the scope of the work of the 
Institute has been broadened by arrang- 
ing for graduate courses at Rutgers 
University in New Jersey where under 
the auspices of the American Bankers 
Association more advanced courses are 
given to bank employees than are fur- 
nished by the regular courses offered 
by the local chapters of the American 
Institute of Banking. 

That people without either experience 
or theoretical knowledge are permitted 
to establish and manage banks is 
characteristic not necessarily of unit 
banking but is due to our desire to 
maintain so-called “free” banking, 7. e., 
allow practically any small group of 
citizens to start a bank in the belief 
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that such liberality will prevent bank- 
ing, and thereby the control of the 
financial resources of the country, from 
falling into the hands of a small, 
privileged class. It is conceivable that 
sometime in the future laws may be 
enacted requiring those who wish to 
become bank officers to pass certain 
examinations much as lawyers and 
physicians are compelled to do today. 
But in so far as practical experience is 
needed to become a good banker, it must 
be pointed out that a small unit bank 
does not offer sufficient diversification 
to train men properly. Very often in 
small banks practically one man runs 
the institution, and even though he may 
be properly trained, there is no guaran- 
tee that his successor will be. Again 
we come back, as you see, to the ques- 
tion of unit versus branch banking. As 
I have presented certain considerations 
which speak for unit banking, permit 
me now to present also a criticism di- 
rected against unit banking made by an 
authority who shall remain anonymous: 
* . the people are loath to give 
up or change a system, like that of 
our unit banking, which has served 
them from the beginning of the nation. 
A deep-seated sentiment surrounds every 
local institution and a peculiar attach- 
ment exists between the citizens of a 
community and their bank. Except in 
occasional periods of distress the local 
bank has given them a sense of stability, 
security and pride. As a consequence 
of this the public has been less ready 
to change the banking system to meet 
new economic conditions than to change 
other institutions. There has been little 
or no opposition to changes in the 
methods of transportation, even radical 
and revolutionary changes. In spite of 
the sentimental attachment to the horse, 
for example, that animal has been 
placed almost entirely in the discard 
as a means of transportation. Here, 
economic forces have had their way. 
“In the matter of improved methods 
and labor-saving devices in both in- 
dustrial and agricultural production, 
there has likewise been only sporadic 
opposition. In spite of the fact that 
such changes usually work temporary 


hardships on some of the people en- 
gaged in the industry affected, the peo- 
ple as a whole have welcomed new 
methods which have increased produc- 
tive capacity. The rapid strides in 
economic progress in this country have 
been due in large part to the readiness 
with which we have adopted new meth- 
ods and new machinery and discarded 
the old. 

“These very changes, however, have 
helped to make the position of the unit 
bank more difficult in many communi- 
ties. Radical changes have occurred in 
the economic system as a whole, but 
the banking structure remains es- 
sentially the same as it was under much 
more primitive conditions. The credit 
problems of a bank are quite different 
today from those of fifty or a hundred 
years ago. Local communities are no 
longer isolated; modern methods of 
transportation and communication have 
brought them into closer contact with 
national and international business af- 
fairs. They are more sensitive to the 
highly developed markets of the nation 
and of the world. Business concentra- 
tion has changed the character of local 
credit needs and the quality of local 
paper. The forces which affect them 
most vitally are often broad in scope 
and the result of many complex factors. 
It is exceedingly difficult, therefore, for 
the local banker with the contacts, 
sources of information and credit facili- 
ties available to him properly to ap- 
praise these forces. At the same time 
the problem of diversification has be- 
come more and more difficult.” 

Though I may have done nothing else 
I hope I have made it clear that there 
are many problems confronting the 
banker, even though I have not touched 
upon all of them. For example, I have 
not discussed the question of our 
monetary structure which, after all, is 
pretty fundamental in a consideration 
of the future form of banking in this 
country. If the suggestion to require 
100 per cent. reserves on all bank de- 
posits were to be adopted, the end of 
commercial banking as we have known 
it would be the result. All this is very 
complex and it must be clear to all 
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6,827,794.51 
10,858,337.05 
2,008,461.74 
6,112,652.46 
1,438,408.05 
91,135.59 
448,631.16 


$135,163, 206.37 


$8, 200,000.00 
4,050,000.00 
1,423,632.24 
2,144, 208.45 

119, 240,808.50 
104,557.18 


$135,163, 206.37 


One of the Oldest Trust Companies in the United States 


Member Federal Reserve System and Federal Deposit Insurance Corporation 


thinking people that no one man can 
give authoritative answers. 

I, therefore, revert to the beginning 
of my talk and urge upon you the 
necessity of an impartial scientific in- 
vestigation of the whole financial and 
banking structure by a competent body 
of men. Such a commission should be 
composed by no means only of theorists 
and also not only of practical men, but 
both sides should be represented and as 
far as humanly possible such a study 
should be made without fear or favor; 
let the chips fall where they may. This 
is something which should be of in- 
terest not merely to bankers but to all 
business men, for business is based on 
the credit structure of the country and 
without satisfactory fiscal, financial, and 


banking arrangements business cannot 
flourish and the country will continue 
to suffer as it has so often in the past 
from unnecessarily wide swings of the 
economic pendulum. My own belief is 
that the extent of the recent depres- 
sion was due at least in part to a faulty 
banking structure and unless something 
is done it is obvious that the next de- 
pression will find the country in more 
or less the same situation, and bankers 
and others interested and familiar with 
the problems will again be faced with 
the fact that their knowledge and views 
are purely empirical and not based 
upon studies and investigations under- 
taken at a time when the seas are calm 
and people, therefore, able to act sanely 
and carefully. 





No Bank Can Afford Not to Own These 
Two Books..... 


Effective Bank Letters 


Bank Letters That Build / By A. A. Kretschmar 
Business 


Because—they constitute a complete training course, with 
abundant illustration and common sense analysis, which will appeal 
to and stick in the consciousness of all practical executives and 
department heads; 

—they are indispensable to clerks and secretaries who seek re- 
sponsibility; 

—their content will pull minds out of ruts and awaken a realiza- 
tion that your bank should be writing better letters than it does. 


Effective Bank Letters is the only training service published 
that is likely to improve bank letters. It has for its background 
years of practical experience with bank letter problems as wrestled 
with in all phases, in expert service to metropolitan banks deeming 
it profitable to pay from $50 to $75 a day for individual attention. 
The printed service is available to you in a loose-leaf book (which 
can be circulated in sections), at an investment of only $12. The 
first edition sold for five years at $25 to banks buying from one to 
sixty copies. 


This book was endorsed for Bankers Trust Company of New 
York by Mr. Guy Emerson. Its teaching as released in a forum 
study was emphasized by a former president of The National 
City Bank of New York as “‘one of the finest things the City 
Bank has ever had.”” The educational adviser of Westinghouse 
Electric & Manufacturing Company wrote: 

“T have already read with interest and thoroughness Sections 
3, 4 and 7, which could not have been so well treated by any 
other person of whom I have knowledge in the whole field of 
those engaged in business correspondence. I do not except 
even such talented persons as Stanley, Hotchkiss and Kilduff 
of New York University, Babenroth of Columbia University, 
Weseen of University of Nebraska, and Parke of University of 
Cincinnati, whose penetration of the subtleties of psychology 
as applied to business letter writing is simply that of wizards.” 


Bank Letters That Build Business is a collection of 


carefully constructed letters, for several years held as confidential 
within the banks served, and since made available with their per- 
mission. It will stimulate effort toward a higher standard in bank 
letter-writing by all who read its wealth of examples in a knowl- 
edge of sound banking practice and sensible solicitation of new 
business. It has received appreciative foreign notice and we quote 
comment from “Printers’ Ink” of New York: 
“Here is an unusual letter book inasmuch as the contents are 


made up almost entirely of sample letters, classified according 
to their use. . . . A welcome departure.” 


USE THIS COUPON 
BANKERS PUBLISHING COMPANY, 465 Main Street, Cambridge, Mass. 


() Send me EFFECTIVE BANK LETTERS (8% x11, 283 pp.). Check enclosed $12. 


() Send me BANK LETTERS THAT BUILD BUSINESS, (81%) x11, 334 pp.). Check en- 
closed $5. If desired on 5 days’ approval check here ( ). 


() Send me both books at your combination rate of $15. 


Name 
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Bank Buildings for a Century 


CHARLEs B. Younc 
Registered Architect, for ten years on the Architectural Staff of the Tilghman Moyer Co. 


HUNDRED years ago, in 1836, 
American banking was in a state 

of great disorder and confusion. 

That year marked the end of the Bank 
of the United States, with its stabiliz- 
ing influence, and state legislatures were 
already vying with each other in grant- 
ing charters for banks, usually to po- 
litical favorites who possessed neither 
a knowledge of sound finance nor ade- 
quate capital. This was especially true 
in the newer parts of the country. At 
the same time, the country was ap- 
proaching the climax of an orgy of 
speculation, especially in banking 
shares, which culminated the following 
year in a disastrous panic. It is an 


amusing fact that the suppression of 
lotteries in several of the largest states 


in 1833 turned the mania for specula- 
tion toward banks and banking shares. 
So eagerly were bank stocks sought that 
riots sometimes took place when sub- 
scriptions were opened for stock in new 
banks. Speculators bought stocks and 
soon sold them at higher prices to those 
who in turn sold at still higher prices. 
To start a bank was thought the great 
panacea for every human ill. 

It is not surprising that most of these 
newly organized banks paid little atten- 
tion to buildings and equipment. Quar- 
ters were improvised where space could 
be found; in residences, store rooms, 
anywhere. But a different condition is 
found in the comparatively few banks 
of unquestioned stability which had 
been established in the quarter century 


The Huguenot National Bank, New Paltz, N. Y., is an example of ‘the modern bank 


building whose design is inspired by strong local tradition. 


It was built in 1935 


of the same stone used two centuries ago for this town’s first houses. 
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This facade, a typical instance of the sec- 

ond, or Italianate brownstone period, was 

built in 1854 for the Harrisburg National 

Bank. It has since been replaced coinci- 

dent with a remodeling and enlargement 
of the bank’s quarters. 


or more following the adoption of the 
Federal constitution. These banks were 
generally housed in rather imposing 
buildings which followed the architec- 
tural pattern of the time. 

The decade of the thirties saw the 
culmination of the style period known 
as the Greek Revival, and the begin- 
ning of its decline. This successor to 
be so-called Colonial was adopted for 
all types of buildings, and dotted the 
country with imitation Greek temples 
housing public buildings, colleges, 
churches, and even residences. The 
banks, conservative as always, con- 
formed to the prevailing fashion, and a 
pediment of Classic proportions, with 
four, six or eight columns on the front 
of an oblong building became the sym- 
bol of financial stability. A number of 


these bank buildings are still standing 
in eastern cities and generally show a 
high order of merit, with graceful pro- 
portions and well executed details, 
Usually built of white marble, they 
reached a standard of beauty and dig- 
nity which was lacking in later build- 
ings until the 1890’s, when the pen- 
dulum again swung back to classical 
forms in architecture. 

The interiors of these buildings 
showed the same excellence architectur- 
ally as the exteriors, with plaster and 
painted decorations adapted from Greek 
sources of the Classical period. Where 
wood was used, it was painted white 
or ivory. As for equipment, the limited 
scope of banking work, compared with 
the present day, made unnecessary the 
use of any except the simplest. Bulky 
leather-bound ledgers recorded the 
transactions of the bank, carefully in- 
scribed with quill pens. The vault of 
brick and iron was equipped with the 
most complicated and massive type of 
tumbler lock which had been devised up 
to that time, operated by a large 


wrought iron key which the cashier took 


home with him at night. Heating was 
by means of fireplaces, supplemented 
by Franklin stoves, and probably the 
first task of the junior clerk on a win- 
ter morning was building the fires. A 
banking room temperature of fifty to 
sixty degrees Fahrenheit was considered 
very comfortable. The mahogany fur- 
niture in what has come to be known 
as the “American Empire” style was 
heavier and “blockier” than that pro- 
duced in the Colonial and Early Fed- 
eral periods, but still pleasing in de- 
sign. The swivel chair had been popu- 
larized by Thomas Jefferson and it is 
likely that the bank’s officers had availed 
themselves of its comforts and conven- 
ience. Over two decades had passed 
since a pamphleteer had sneered at 
“Tom’s wonderful whirligig chair, 
which had the miraculous quality of 
allowing the person seated in it to turn 
his head without moving his tail.” 
The coming of Andrew Jackson to 
the White House in 1828 marked the 
beginning of the end of an era in al- 
most every phase of American life. The 
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preceding presidents had been repre- 
sentatives of the upper classes of Vir- 
ginia and Massachusetts. In Andrew 
Jackson, the rough Tennessee soldier, 
the mechanics, the farmers and the 
frontiersmen had their first spokesman 
and champion in the presidential office. 
Before the rising tide of democracy, a 
transplanted European culture gave 
way to the vigor and crudity of Ameri- 
can provincial life. The romantic move- 
ment was well under way in Europe 
and was beginning to influence Ameri- 
can literature and art. These two forces 
were bringing to an end the dominance 
of Classical forms in American archi- 
tecture as well as the other arts. 
Architecture has always been by its 
very nature the most conservative of 
the fine arts, and the Greek and Roman 
forms survived until well into the 
1840’s, but with a general coarsening 
of details and cheapening of construc- 
tion. At the same time an Italianate 


type of building design came into in- 
creasing use, and by 1850 had become 


the dominant note in our native archi- 
tecture, especially for banks, commer- 
cial buildings and city residences. This 
was marked by a rather free and some- 
times naive rendering of the elements 
found in buildings of the Italian Ren- 
aissance period, with bracketed cornices, 
ornamented frames around the windows, 
and sometimes projecting balconies or 
low columns and entablature at the en- 
trance doorway. Brownstone was en- 
joying wide popularity as a building 
material and cast iron had also come 
into use, and one of these materials, or 
a combination of both, was generally 
used for the street front. The buildings 
of this period were usually small in 
scale, compared with the monumental 
buildings of the earlier periods, and 
often over-elaborate in detail. The 
general effect was commonplace and 
undistinguished. 

The typical bank interior of the 
period showed little that would be at- 
tractive to our eyes, and nothing of the 
spaciousness and elegance of the build- 
ings of a few decades earlier. The ceil- 
ings were comparatively low, the win- 
dows narrow, and the woodwork heavy. 
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and sombre. The banking screen and 
furnishings were of black walnut, elab- 
orately moulded, in the style known as 
“Victorian,” which seems to comport so 
well with beaver hats and mutton chop 
whiskers. 

Little improvement had taken place 
in equipment. Although Linus Yale, 
Jr., had demonstrated that any type of 
open keyhole lock could be picked, it 
was not until the following decade that 
the dial lock was invented. Vault locks 
had become increasingly complicated, 
but still followed the old tumbler prin- 
ciple. 

The same period saw the rise of the 
Victorian Gothic style, inspired largely 
by the writings of John Ruskin. Many 
examples of this style are still stand- 
ing, but it was seldom used for bank 
buildings. Being unsuited to modern 
conditions, it soon fell into disuse. 

The early and middle fifties was an- 
other period of wild speculation, and 
the absence of sound business methods 
in banking is indicated by the wide- 
spread embezzlement of funds by officers 
and employes of banks during these 
frenzied years, most of them lost in the 
stock market. This was only surpassed 


The heaviness of the third, or Romanesque 
period, is seen in this old bank entrance, 
built in 1870. 
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by the stock frauds and forgeries per- 
petrated by prominent corporations. 

A description of the time just before 
the crash of 1857 has a strangely fa- 
miliar sound. “Wall Street had never 
seen such prosperous days. Registered 
sales at the Brokers’ Board averaged 
more than 40,000 shares a session. 
Bankers generously forwarded specula- 
tion with free hands. They were ready 
to loan on almost any description of 
paper. It is said of these marvelous 
times that brokers, with only $1500 on 
deposit, drew checks for $100,000 or 
even $300,000, which were promptly 
certified by paying tellers.” 

The chaotic condition of banking be- 
tween the year 1836 and the passage 
by Congress of the National Banking 
Act of 1863 was unfavorable to the de- 
velopment of strong banks and no bank 
buildings of importance were built dur- 
ing this period. Conditions during the 
latter part of this period, especially, 
were as unfavorable to the development 
of good architecture as to good banking, 
and the 1850’s and 1860’s probably 
represent the low water mark of Ameri- 
can architecture, both in design and 
construction. This was the time in our 
adolescent past when bankers were dis- 
trustful of an attractive and artistic en- 
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vironment for their business. There was 
a feeling that somehow dullness, even 
positive ugliness, was synonymous with 
respectability and stability; that good 
architecture ranked with the fripperies 
and gewgaws of life, unworthy of the 
attention of the solid business man. 

More than one writer on economics 
has pointed out that booms and depres- 
sions seem to follow twenty year cycles, 
As strong a case might be made out for 
a twenty year rhythm in the develop- 
ment of our architectural styles. The 
Greek Revival of the °30’s followed the 
Early Federal, or “American Regency” 
of the 1810 decade, and was followed 
in turn by the pseudo-Italian of the 
1850's. 

The next outstanding architectural 
development came in the 1870's, and 
was in the nature of an artistic awaken- 
ing. A number of causes contributed to 
this. Among these were the return to 
this country for the first time of archi- 
tectural students educated in Europe, 
the great expansion among Americans 
of European travel, and America’s first 
real World Fair, the Centennial Expo- 
sition in Philadelphia, where for the 
first time our people were brought into 
contact with the products of European 


art. To these should be added the na- 


The First National Bank of Mahanoy City, Pa., is an example of the modern bank 


building which does not copy any past style. 


The new freedom in design allows a 


more efficient floor plan and is economical in omitting all superfluous ornament. 
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tional expansion which followed the 
panic of 1873. 

The strength and stability which the 
banks had attained by this time are evi- 
denced by the many substantial bank 
buildings which were erected in this dec- 
ade and the following one. Most of 
these buildings would not rank high in 
architectural merit, but as a rule they 
were soundly constructed and their 
architects had made an honest effort to 
solve the problem presented to them. 

Two American architects, both 
trained in the Ecole de Beaux-Arts in 
Paris, were the dominant influences in 
this period; H. H. Richardson and 
Richard M. Hunt. The work of the 
former was adapted from the twelfth 
century Romanesque of Southern 
France. The work of Hunt was based 
on the style of the early French Renais- 
sance. Most of the important buildings 
of this period showed the influence of 
one or the other of these men. At the 
same time the age was one of pro- 
nounced individualism, and some archi- 
tects strayed an appreciable distance 
from the bounds of conservative taste, 
producing buildings that were fearful 
and wonderful to behold. A number 
of bank buildings of this type are still 
in use, particularly in Philadelphia, and 
stand as lonely reminders of a bygone 
day. 

In the bank buildings of the 1870's 
there was a return to high ceilings, large 
windows, and thick solid walls. The 
use of colored tile, marble, and wrought 
iron in interiors became general. The 
introduction of steam and hot water 
heating systems added much to the com- 
fort of the occupants, and gas lighting 
was hailed as a vast improvement over 
the oil lamps of an earlier day. 

This decade saw also the beginnings 
of the modern security vault. The dial 
lock, invented by Linus Yale, Jr., had 
come into use ten years earlier, and 
in 1875 the first successful time locks 
were placed on the market by both 
James Sargent and the Yale Company. 
The vault walls were still of brick or 
stone; the floor and ceiling of brick 
arches carried on iron beams. The 
principles of reinforced concrete were 


This portico of the National Bank of 
Chester County and Trust Company, at 
West Chester, Pa., built in 1836, is an ex- 
ample of the first period of the century, 
that of the Greek Revival. It was designed 
by Thomas U. Walter, who was architect 
also of the House and Senate wings and 
the dome of the Capitol at Washington. 
Although a complete new bank building 
has been built, behind, this front was re- 
tained because of its beauty and dignity. 


known at this time, and that system of 
construction had been used in a small 
way, but it was not until the first dec- 
ade of the twentieth century that it 
was generally adopted for bank vaults. 

What has been said of the bank build- 
ings of the 1870’s applies as well to 


those of the 1880’s. But the early 
*nineties saw a striking change in archi- 
tectural design. The Columbian Ex- 
position opened in Chicago in 1893, 
and its stately Roman and late Renais- 
sance buildings in gleaming white pro- 
foundly impressed the American imagi- 
nation. For the next two decades the 
classical column, the pediment, the low 
Roman dome, or some modification of 
them, were features of almost every im- 
portant building erected during that 
period. Something in the architecture 
of imperial Rome seemed to match the 
hopes and ambitions for world leader- 
ship which were stirring the American 
people. In this period were built some 
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The wrought iron, colored tile, and balco- 

nies, of the Romanesque or third period 

are seen in this photo of an old Philadel- 
phia bank interior, built in 1870. 


of the most imposing bank buildings in 
our history, buildings which were and 


are a credit to their designers, both in- 
side and out. A notable example is 
the building of the Girard Trust Com- 
pany which stands at Broad and Chest- 
nut Streets, in Philadelphia. 

This architectural style has kept some 
of its popularity until recently, but the 
first half of the 1910 decade saw a re- 
action toward simpler and more refined 
forms borrowed from _ Renaissance 
architecture. Bankers of this period be- 
gan to pay more attention to conven- 
ience and safety than to imposing archi- 
tecture. The development of the modern 
security vault and burglar alarm sys- 
tems, and the increasingly complex 
mechanical equipment, called more and 
more for the services of various experts. 
The time was approaching when the de- 
signing of bank buildings was to be- 
come the work of specialists. 

The development of the steel frame 
building in the thirty years following 
its introduction about 1890 caused many 
banks to try the experiment of combin- 
ing a multi-storied office building with 
their own banking quarters. The artis- 


tic results of this procedure were not 
always satisfactory and its economic 
benefits debatable. Too often an eflec- 
tive floor plan for the bank had to be 
sacrificed to the exigencies of struc- 
tural engineering. It is probably true 
that such a building is not advisable 
except in cities where land values are 
excessive. 

The most revolutionary change in the 
history of American architecture was 
yet to come. As early as the beginning 
of the century groups of designers in 
Paris, Vienna and other European cities 
were experimenting with new forms in 
architecture and decoration. Later, in 
Chicago, architects like Louis Sullivan 
and Frank Lloyd Wright were discard- 
ing traditional architectural forms and 
attempting to find others more expres- 
sive of modern conditions. Aside from 
a few isolated buildings, this new style, 
although widespread in Europe, seemed 
to make little impression on American 
architecture. Then almost at once, in 
the late 1920’s, new buildings began 
to appear in what for a better name are 
called the “modern” style. The best 
of these were artistic triumphs, but 
others were sadly lacking in both beauty 
and dignity. 

However, the new style has grown in 
favor, and as designers become more 
accustomed to handling it, the results 
are increasingly better. At the present 
time, the great majority of new bank 
and commercial buildings follow this 
style, which is characterized by em- 
phasis on structural lines, the use of 
new materials or of old materials used 
in novel ways, the absence of meaning- 
less ornament, and an increased use of 
color. The modern style has the great 
merit of flexibility. A present day 
building is a more or less intricate ag- 
gregation of rooms of various sizes and 
functions. To attempt to force such an 
interior into the exterior form of a 
Greek or Roman public building or a 
Renaissance palace does violence to the 
principles of good design. In_ the 
process, convenience and economy of 
plan are likely to be sacrificed to archi- 
tectural effect. 

With the modern style, the design 
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grows naturally out of the requirements 
of plan and use. The symmetry and 
uniformity required by the classical 
styles do not intervene to hamper the 
architect. All that is required is a 
straightforward and. logical solution of 
the problem presented by each individ- 
ua! building. Another thing that recom- 
mends this style to architect and layman 
alike is its timeliness. The clean cut 
surfaces, the incisiveness and precision 
of line, the unprecedented use of pol- 
ished metals and synthetic materials, 
make it a perfect expression of the ma- 
chine age in which it was evolved. 


At about the same time that the mod- 
ern style became popular for bank 
buildings, American bank designers be- 
gan to install the low type of screen in 
their banking rooms. This had long 
been in use in European countries, and 
its introduction into American banks 
has resulted in a greater freedom in de- 
sign, in addition to its practical ad- 
vantages. 

In the newer bank buildings, many 
devices, making for efficiency and 
safety, are being introduced which were 
unknown even a few years ago. The 
modern vaults and burglar and hold- 
up alarm systems seem to be the last 
word in human ingenuity. Increasing 
attention is being given to obtaining 
artificial lighting that is both practical 
and artistic. The resources of science 
are being utilized to make bank build- 
ings comfortable to the occupants at 
all seasons of the year. At the same 
time the element of beauty has not been 
lost sight of. Bankers are more alive 
than ever before to the value of good 
architecture, and it is safe to say that 
American bank architecture has never 
been at as high an artistic level as at 
the present time. 


Today, bank building design is fol- 
lowing two main courses; first, the con- 
temporary style mentioned above, and 
second, one of the earlier styles native 
to this country. The former is par- 
ticularly suited to bank buildings in 
cities and large towns, and to smaller 
communities which are without archi- 


On the skilful check of the mi- 
nutest details hangs life and 
death .. . Protect against Tuber- 
culosis by checking your health. 


The National, State and Local Tuberculosis 
Associations of the United States 


tectural traditions of their own. On the 
other hand, in towns and villages in 
New England, the Eastern and Southern 
states, and also in the Southwest, one 
of the Colonial styles, or perhaps the 
Federal style of the early nineteenth 
century, may have left its impress on 
local architecture. Then it seems en- 
tirely fitting to design the bank build- 
ing in the same style. Or better still, 
the local style is taken as a starting 
point and a design produced which is 
unmistakably of the present day, but 
which retains the traditional flavor of 
its surroundings. 

During each one of the periods of the 
last hundred years, bank architecture 
was cast, as we have seen, in some def- 
inite fashionable mold. Today, bank 
architecture is proceeding on a different 
basis—the design grows out of func- 
tional or esthetic needs—from basic con- 
siderations of utility or esthetics rather 
than from the dictates of fashion. 





Recent Politica] and Economic 
Aspects of Banking 


OLITICS and economics are funda- 

mental in banking. Banks are crea- 

tures of the law, and laws are, all 
too often, creatures of politics. How- 
ever, banks cannot continue to exist un- 
less they perform some essential eco- 
nomic function—no matter how many 
banking laws may be on the statute 
books. 

In Utopia, or some other mythical 
place, it might be possible to have a 
banking system independent of laws and 
politics. But human nature being what 
it is, such a state of affairs is about as 
probable as the story of the lamb lying 
down beside the lion. We have always 
had more or less political influence in 
banking, and in recent years it has 
tended to be more rather than less. 

At the same time, increasing empha- 
sis has been placed upon the economic 
influence of banking policy. What each 
bank does affects not only itself, but 
often affects other banks, and if many 
banks follow similar policies the entire 
economic life of the country is affected. 
As the degree of concentration in bank- 
ing increases, so does the ease with 
which political control can be applied, 
for it is easier to discredit a few large 
banks at the bar of public opinion than 
it would be to attack thousands of small 
banks. Likewise, the importance of eco- 
nomic policy increases with greater con- 
centration of banking. And the trend 
toward concentration, which has already 
brought 54 per cent. of the total de- 
posits of all commercial banks and trust 
companies into 100 institutions, shows 
no signs of reversal. 

Let us therefore review the present 
political and economic status of banking 
and try to determine how it came to be 
what it is and what elements of danger 
it may hold for the future. 

No one knows better than the bank- 
ing supervisors that during the thirty 
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By Georce V. McLaucHLIn 
President, Brooklyn Trust Company 


years preceding 1929 the principal in- 
terest of politics in banking was on the 
charter-granting side. Economic condi- 
tions in those days made banking a 
rather profitable business, judged by 
today’s standards, and bank charters 
were, in effect, a form of political pat- 
ronage which was too often dealt out 
to those who could exert the proper 
amount of “influence.” The result was 
that at one time the United States had 
over 30,000 banks—more than one: 
third of which later became insolvent. 
The penalty for too much politics in 
bank-chartering was paid, as we all 
know, largely by innocent persons—de- 
positors, officers, directors and _stock- 
holders of banks. This sad chapter of 
banking history, however, is so well 
known that I shall not elaborate upon 
it further. 

When banking ceased to be profit- 
able, along about 1930, bank charters 
ceased to be interesting. But political 
influence in banking did not cease—it 
merely changed. When the “wild oats” 
of excessive bank-chartering began to 
be reaped in the form of wholesale in- 
solvencies in 1931, political interest 
flared up in a variety of manifestations. 
There were demands for more stringent 
banking laws and proposals for gov- 
ernment assistance in the form of loans 
to banks embarrassed by heavy with- 
drawals. The latter bore fruit in the 
formation of the Reconstruction Finance 
Corporation. 

It is true that the bankers themselves 
were partly to blame for the conditions 
that required the formation of the RFC 
—the first major venture of the Govern- 
ment into the banking business. It was 
necessary for the Government to embark 
upon this enterprise for two main rea- 
sons: (1) Because the resources of the 
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National Credit Corporation, a co-oper- 
ative banking organization, were inade- 
quate to meet the emergency, and (2) 
because the Federal Reserve banks were 
not permitted by law to lend upon the 
type of assets which comprised the bulk 
of banking portfolios at that time. These 
reasons overlie the more general reason 
that the bankers were unprepared to 
meet the exigencies of a major depres- 
sion. But it should be remembered that 
if thousands of uneconomic banks had 
not been chartered for political reasons, 
the need for Government assistance 
probably would not have developed. If 
the country’s banking structure had not 
been burdened with uneconomic banks 
which were mostly in frozen condition 
at that time, it is quite probable that 
the National Credit Corporation could 
have met all demands for temporary 
banking assistance. 

Be that as it may, thousands of banks 
needed loans, and the RFC granted 
them. The outflow of Government cash 
in the form of RFC loans served to in- 
flate the Treasury’s deficit, which at that 
time was just beginning to attract at- 
tention. The sharp reduction in income 
tax receipts, due to the depression, fur- 
ther accentuated the distance between 
the Government’s receipts and disburse- 
ments, and soon the Treasury was com- 
ing into the market for large amounts 
of new money. 


Increased Government Borrowing 


Meanwhile, two other factors had 
paved the way for Government borrow- 
ing. First, the Federal Reserve authori- 
ties had decided that low interest rates 
would help end the depression, and in 
order to force interest rates down, had 
bought Government securities on a huge 
scale. Second, many of the larger com- 
mercial banks, noting which way the 
economic wind was blowing, called 
loans and sold private securities, rein- 
vesting the proceeds in Government ob- 
ligations in order to avoid losses and 
get into a more technically liquid 
position. 

These two developments, coming as 
they did at the same time, made it sur- 
prisingly easy for the Treasury to post- 


4li 


pone balancing its budget and to bor- 
row whatever it needed in the open 
market—or rather, from the banks. 
Thus the beginning of the trend toward 
heavier bank investment in Government 
securities dates from 1931. 

The so-called “banking holiday” of 
1933, as all of us will recall, was a try- 
ing and exciting interlude, but about 
all it accomplished was a partial purge 
of weak banks and the creation of a 
public demand for deposit insurance. I 
shall touch upon the latter subject 
later on. 

With the advent of the present “New 
Deal” Administration in Washington, 
the basic trend of 1931-32 toward en- 
largement of bank investment in Gov- 
ernment debt was accelerated rather 
than diminished. After a praiseworthy 
attempt to reduce Government expenses 
at the start of its tenure of office, the 
“New Deal” Administration soon went 
far beyond its predecessor in stretching 
the Government’s credit. The Federal 
budget was pulled further than ever out 
of balance. Government lending agen- 
cies multiplied like rabbits. The public 
debt grew like a snowball rolling down- 
hill, and more than half of the new bor- 
rowings came from banks. 

After stabilization of the dollar at its 
present gold value in January, 1934, 
shifting international capital movements 
caused large gold imports which piled 
up bank reserves far in excess of legal 
requirements. Banks already held ex- 
cess reserves as a result of purchases of 
Government securities by Federal Re- 
serve banks, but the new expansion 
dwarfed anything previously known. 
The Reserve banks might have offset the 
effect of gold imports through sale of 
their Government security holdings, but 
they did not do so—presumably in fear 
that such sales would depress the mar- 
ket prices of Government bonds and 
make it more difficult for the Treasury 
to finance its continuing deficit and to 
refund its large floating debt into longer 
maturities. 

The commercial banks could not lend 
their rapidly mounting funds to private 
borrowers because there was little de- 
mand for credit from private sources. 
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Business enterprises having a financial 
status which would entitle them to 
credit generally did not need it. Those 
who wished to borrow were mostly in 
poor financial condition. Business ex- 
pansion was restrained by political and 
economic uncertainty. 

The banks truly “had a bear by the 
tail.” In order to earn enough to pay 
their expenses, provide for losses and 
pay the very moderate dividends which 
were prevalent (and still are), banks 
were compelled to guy Government se- 
curities. Their gross revenue had been 
cut in half, largely on account of the 
“cheap money” policy of the Federal 
Reserve banks, which could not be re- 
versed without endangering the Treas- 
ury’s financing program. Moreover, 
the banks could not refrain from buying 
more Government securities for fear of 
upsetting the market and damaging 
their own capital structure through de- 
preciation in the market value of their 
holdings. 

Essentially the same situation exists 
today. It has been a traditional bank- 


ing rule that no bank should put “all 
its eggs in the same basket”—that is to 
say, it should not lend more than a 
small proportion of its funds to a 


single borrower. The maximum has 
been generally fixed by law and prac- 
tice at 10 per cent. of capital and sur- 
plus. Whenever a bank exceeds this 
percentage in the case of a private bor- 
rower, its officers are certain to be se- 
verely criticized by bank examiners— 
if, indeed, they are not cited for viola- 
tion of the banking laws. Yet the aver- 
age bank now has a borrower whose 
combined obligations are equivalent to 
320 per cent. of capital and surplus, 
and no bank examiner would dare take 
exception, because the borrower is the 
United States Government. 

The American banking system (in- 
cluding Federal Reserve banks and 
mutual savings institutions) holds ap- 
proximately 51 per cent. of the total 
outstanding interest-bearing debt of the 
Federal Government at the present time. 
During the year ended June 30 last, 
banks which are members of the Federal 
Reserve System absorbed about 35 per 


cent. of the net increase in the Federal 
debt during that period. The percen- 
tage would have been higher had it not 
been for the issue of the so-called 
“Bonus Bonds,” some of which have 
been retained by the individuals receiv- 
ing them. 


Large Holdings of United States 
Securities by Banks 


Recent figures show that Government 
securities, including both direct and 
fully-guaranteed obligations, constitute 
42 per cent. of total loans and invest- 
ments of all member banks of the Fed- 
eral Reserve System. In New York City 
the average is 50 per cent. Holdings 
of all types of Government securities are 
now approximately five times as great 
as the combined surplus, undivided 
profits and reserves of all banks holding 
Federal Reserve membership. Assum- 
ing that such securities are carried at 
market value, a decline of 20 per cent. 
in the Government security market 
would impair the capital of the average 
bank. That is something for banking 
supervisors to think about. 

Impossible, you say? Let us remind 
you that in January, 1932, several long- 
term Government bonds were quoted 
more than 20 per cent. below present 
levels. It is true that some of the Gov- 
ernment securities held by banks are 
short-term notes and bills, and would 
depreciate less than the longer maturi- 
ties, but it is also true that the short- 
term securities are largely concentrated 
in the portfolios of large city banks. 
The average country bank has 65 per 
cent. long-term and 35 per cent. short- 
term securities in its Government port- 
folio. Recent figures released by the 
Comptroller of the Currency indicate a 
definite trend toward larger holdings 
of long-term Government securities 
among national banks. 

Whenever and if a serious decline in 
the market value of Government securi- 
ties occurs, what can the banking su- 
pervisor do? First, he can close a large 
number of banks for reasons of capital 
impairment. Second, he can permit 
banks to carry Government paper at 
par instead of market value. I think 
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there is little doubt as to which alterna- 
tive will be chosen! When and if a 
bank’s capital structure becomes im- 
paired through a decline in the market 
value of its Government securities, per- 
haps it will be suggested that it sell 
some more preferred stock! 

As Dr. Willis has pointed out, the 
banks hold such a large volume of Gov- 
ernment securities that they can only 
sell to each other whenever they wish 
to liquidate large blocks. Suppose “in- 
flation”—and by that term I mean ac- 
tive inflation, which would really raise 
the general price level 100 per cent. or 
more—should develop. That would un- 
doubtedly mean higher interest rates, 
because speculators probably would 
borrow heavily as prices rose. What 
bank, in such a situation, would buy 
234 per cent. Government bonds, ex- 
cept at a heavy discount, when it could, 
in all probability, lend money at 5 or 
6 per cent. in the open market? What 
would happen to the capital structure 
of thousands of banks? 


The Possibility of Inflation 


“It can’t happen here.” That is the 
usual explanation whenever the possi- 


bility of inflation is mentioned. It is 
true that the United States is a big and 
rich country, and for that reason its 
economic structure will stand much 
more abuse than, for example, that of 
post-war Germany or even France. That 
is why the lavish borrowing and spend- 
ing of the Federal Government has not 
raised the price level to any appreciable 
degree thus far. We have plenty of 
goods and a margin of unused capacity 
in both goods and services. Until the 
operations of our productive system are 
stepped up to practical capacity, short- 
ages cannot occur, and the technical in- 
flation which we now have fails to find 
reflection in higher prices. But once we 
overstep our productive capacity in a 
few important lines and shortages begin 
to appear, prices are almost certain to 
rise decisively. Total bank deposits are 
practically back to 1929 levels, and with 
an increase in rate of turnover they 
could easily finance a higher price level. 
Shortages of any important type of 
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goods might be a cue for speculators to 
begin operations, which, of course, 
would add “fuel to the flames.” 

At this point I should like to point 
out that I am NOT predicting active in- 
flation, but merely pointing to it as an 
ultimate possibility. It may be that the 
Government can continue to show red 
figures for another six years before such 
a situation would develop. But it is 
safe to say that an indefinite prolonga- 
tion of Government borrowing from 
banks will eventually produce inflation 
because it puts dollars into the deposit 
accounts of millions of individuals and 
enterprises, and when the owners of 
these deposit balances begin to use them 
at what is considered a normal rate of 
turnover, shortages of goods and serv- 
ices and higher prices are bound to ap- 
pear sooner or later. It is only a ques- 
tion of time. And when that time comes, 
if ever, you may easily guess what will 
happen to the Government bond market. 

It is often argued that so long as 
Government securities are accepted as 
collateral at par by the Federal Reserve 
banks, they should properly be carried 
at par or market value, whichever is 
higher. From the standpoint of meet- 
ing the withdrawals of depositors, a 
bank could never become insolvent as 
long as it could shift its losses to the 
Federal Reserve Bank through borrow- 
ing. But what about the Federal Re- 
serve banks themselves? How long 
could they remain solvent while lending 
$100 on a bond which might be worth, 
for example, only $80 in the open 
market. 

The question of preservation of Gov- 
ernment security values is an important 
aspect of the subject of “Deposit Insur- 
ance”—a pleasant phrase which has 
lulled so many depositors into a sense 
of security. But here, again, their se- 
curity is dependent upon the value of 
Government bonds. Anyone who took 
the trouble to read the recent statement 
of the Federal Deposit Insurance Cor- 
poration (which was published in the 
newspapers): must have noted that over 
90 per cent. of its assets consisted of 
Government securities. If anything 
should happen to the market value of 





414 


Government securities, deposit insur- 
ance would be meaningless, because the 
insurance fund itself is composed 
largely of the same asset which pre- 
dominates in bank portfolios. 


Now I am not unmindful of the fact 
that the Government security market is 
a “pegged market,” and that there is a 
very strong “peg”—a two-billion-dollar 
peg, in fact—underneath it. The Treas- 
ury has the so-called Stabilization Fund 
under its control, not to mention miscel- 
laneous funds in the hands of many dif- 
ferent governmental instrumentalities, 
which it may call into use whenever 
needed. Any ordinary break in the 
Government security market could, no 
doubt, be effectively stopped by Gov- 
ernment buying. This would seem to 
indicate that so long as the situation 
does not get out of hand, the Govern- 
ment security markets will be held 
steady to firm—artificially if not 
naturally. 

But, peg or no peg, let us ask our- 
selves. in all fairness, if this is really 
a sound financial situation. In my opin- 
ion, it is not sound, and I think time 
will prove it so, if we wait long enough. 
How long, is anyone’s guess. A few 
years ago it would have been futile to 
guess how long our fundamentally un- 
sound stock market would continue to 
rise. It is just as futile to guess about 
Government bonds now. 

I think I know the question that is 
in your minds at this point, namely, 
what can be done about it? It is idle 
to talk about a general refusal on the 
part of banks to buy more Government 
securities. If such a course were 
adopted by any important number of 
banks, they would injure themselves 
and other banks, and would accomplish 
little in the way of reforming public 
fiscal policies. Should such a rash 
course be adopted (and I am sure it 
will not) it would be playing directly 
into the hands of the “Greenback bloc” 
in Congress, who would like to have the 
Government finance itself by the simple 
expedient of printing so-called “money.” 

The problem is essentially political 
in origin, and the remedy, in my opin- 
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ion, is likewise political. It is a simple 
remedy, namely, a balanced Federal 
budget. Sound banking demands a bal- 
anced budget because the banks are the 
principal creditors of the Government. 
Bank depositors should demand it, be- 
cause they are the creditors of banks, 
and hence are the indirect creditors of 
the Government, although most of them 
probably do not realize it. No banker 
would hesitate a moment before de- 
manding a balanced budget from any 
other creditor. Why take a different at- 
titude toward the Government? “Be- 
cause the Government creates money,” 
say some of the radical economists. 
True enough, but it is human labor that 
creates the things that money will buy. 
A balanced budget is the best known 
insurance against over-issue of money 
or credit on the part of the Government. 
It is, therefore, the best assurance that 
the bank depositor can have that his 
dollar bill will buy as much when it is 
withdrawn as when it was deposited. 

We in the United States are fortunate, 
as compared with some of the larger 
European nations, in two respects: We 
do not have to spend billions on arma- 
ments for fear of our neighbors, and 
we have millions of people who have 
never felt the weight of taxation such 
as European masses have borne ever 
since the World War. Only about one 
family out of seventeen pays any income 
tax here. 

In the light of these facts, there would 
appear to be no real reason why the 
Federal budget cannot be balanced. If 
expenses cannot be reduced sufficiently 
to meet income, as some claim, then 
let us have a broader base of taxation. 
High taxation is an evil, but it is a 
lesser evil in comparison with an indefi- 
nitely unbalanced Federal budget. 

When the Government’s finances are 
restored to a sound basis, its securities 
will appeal to private investors and the 
bulk of the Federal debt will not need 
to be held by the banks. Private pur- 
chases of Government securities can 
never produce inflation because they 
take out of circulation as many dollars 
as they create. But when banks pur- 
chase Government securities, new pur- 
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chasing power is created as soon as the 
Government spends the money. 

Let us try to remember this simple 
sequence of causes and effects: 

1. Bank purchases of Government se- 
curities create increases in bank de- 
posits. 

2. Increases in bank deposits mean 
increase in potential purchasing power. 

3. Increases in potential purchasing 
power become increases in actual pur- 
chasing power whenever public psychol- 
ogy turns optimistic. 

4. Increases in actual purchasing 
power cause rising prices as soon as 
demand overtakes practical productive 
capacity and shortages appear. 

5. Higher prices cause larger borrow- 
ings from banks. 

6. Larger borrowings will mean 
higher interest rates and lower Govern- 
ment bond prices as soon as the margin 
of excess reserves and the Stabilization 
Fund are exhausted. 


INSURANCE CORPORATION 


Taking a broad view of our banking 
situation, it is difficult to escape the con- 
clusion that political influences, abetted 
by economic conditions, has maneu- 
vered our banking system into a rather 
uncomfortable corner. But you gentle- 
men* can help us get out of it. You 
are charged with the duty of protecting 
the depositing public of your respective 
states from unsound banking practices. 
If you are convinced that the present 
top-heavy investment of banks in Gov- 
ernment paper is unsound, it is your 
duty to advise bankers under your 
supervision what to do. 

What advice you may offer is a mat- 
ter for your own judgment. But if I 
were a superintendent of banks again, 
I would not hesitate to advise any 
banker to take off his coat and work for 
a balanced budget, regardless of his 
political faith. 


*Supervisors of state banks. 
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Limitations of Federal Reserve Policy 


By W. RanpoLpH BurceEss 


HE foregoing account of the events 

of the past two decades seems to 

the writer to go far towards sup- 
porting the view that the two financial 
crises in the history of the Reserve Sys- 
tem were in large measure directly and 
indirectly results of the World War. 
The war inflation, the post-war world 
currency disorganization, and the failure 
of the first efforts to rebuild the 
world financial mechanism largely be- 
cause of economic and political after- 
maths of the war, the huge gold move- 
ment to the United States and the result- 
ing credit expansion, the breakdown of 
the banking system through structural 
weakness of long standing; all of these 
were beyond the power of any bank 
of issue wholly to prevent. 

There have been repeated evidences 
during this period of the limitations on 
the power not only of the Federal Re- 
serve System but of all banks of issue. 
Their influence is primarily upon the 
volume and price of the supply of re- 
serve money, and secondarily on the 
soundness of banking conditions. Out- 
side their scope are the thousand and 
one factors influencing the demand for 
money. In 1928 and 1929 the in- 
satiable demand broke over all bar- 
riers. In 1934 and 1935 by contrast a 
hugh supply of reserve money lay 
largely unused because of lack of effec- 
tive demand. The final result is de- 
termined fully as much by these 
enormous fluctuations in demand for 
money as by the supply, through which 
the bank of issue exercises what control 
it may have. 

The economic historian may inquire 
whether a different Federal Reserve 
policy at certain times might perhaps 
have lessened the force of the blows 
which these crises struck at the economic 
life of this country. More rapid in- 
creases in discount rates in 1919 and 
in 1928 and 1929, and perhaps less of 
an easy money policy in 1927, would 
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now appear to the writer to have been 
desirable. The increases in rate in the 
autumn of 1931 were perhaps open to 
question. But a close examination of 
these occasions, and of the divergent 


The accompanying is an ex- 
tract from a recent book, ‘‘The 
Reserve Banks and the Money 
Market,’’ by this author which 
was recently published by Har- 
per & Brothers, New York. Per- 
mission to use this extract has 
been kindly given by the author. 


—Editor. 


points of view held by the conscien- 
tious men who were participants in the 
formation of policies, illustrates more 
than all else the extreme difficulty of 
monetary management. The movements 
of business and finance never recur in 
exactly the same form. The gold boom 
was quite different from the war expan- 
sion. During that boom commodity 
prices were steady or falling; there was 
no evidence of accumulation of inven- 
tories of goods; industry did not ap- 
pear to be over-expanded. Under such 
anomalous circumstances monetary con- 
trol is as yet far from being an exact 
science. 

Looking back there is some real basis 
for raising the question whether so elas- 
tic a monetary mechanism as the Federal 
Reserve System, which depends for its 
success on wise management, is better 
than some less elastic and more automa- 
tic arrangement. The experience of 
twenty-one years of the Reserve System 
is not conclusive either way. The ex- 
perience of other countries is only 
moderately helpful. None of them has 
so elastic a system as ours. Few of 
them even relative to their size ever 
had so large a stock of gold to be 
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controlled. They were almost always 
within sight of the point where move- 
ments of gold would dictate policy. 
Here and there cases are cited as ex- 
amples of successful monetary manage- 
ment: this country’s record from 1922 
to 1927, the recent Swedish experience, 
and British foreign exchange control in 
recent years. The French pre-war ex- 
perience might also be cited. For each 
of these something of a case can be 
made. Many instances may be recalled 
in which a bank of issue has dealt suc- 
cessfully with some crisis. The question 
as to monetary management upon which 
results are not yet conclusive is .. . 
whether under an elastic system, with 
vast supplies of credit available, expan- 
sion can be checked in time. In operat- 
ing a bank of issue the easy and popular 
thing is usually the wrong thing to do. 
Easy money is always more popular 
than firm money. The real question is 
whether the bank of issue, necessarily 
having close relations with the Govern- 
ment, which must give some regard to 
political considerations, and necessarily 
reflecting the temper of the period, will 


be able to put on the brakes in time 
in periods of expansion. But whether 
monetary management has been success- 
fully demonstrated or not, it seems clear 
that this and other countries are com- 
mitted to further experimentation, in 
that direction, partly because no very 
satisfactory alternative has presented it- 
self. Recent experience has at least, 
both inside and outside the Reserve Sys- 
tem, yielded a new sense of the nature 
of the problem and the responsibilities 
of the bank of issue. 
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Any banks that adopt the policy of 
surrendering the service charge because 
they have made a little money this past 
year are, in our judgment, unwise; for 
what assurance have they that a sub- 
stantial profit will accrue to the bank 
during the coming year? Once a bank 
abandons the service charge it will be 
increasingly difficult to re-establish it, 
even where the bank sustains a net loss 
through future operations.—Mississippi 


Banker. 
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The American System and 
The Abundant Life 


ORE material progress has been 
made during the past 150 years 
under the American system of 
business enterprise than during all the 
preceding centuries in the world’s his- 
tory. This record of achievement is a 
challenge to those who would radically 
change the system. Even in such a 
trying period as we are passing through, 
we can not afford to forget our history 
or lose our perspective. It is well to 
recall that for thousands of years man- 
kind was struggling with nature to eke 
out a bare existence and the economic 
system of today is the survival of ex- 
periments in virtually all forms of en- 
deavor. The present system has its 
defects and modifications will be neces- 
sary. But it is well to remind ourselves 
that the world depression was largely 
a belated aftermath of the greatest war 
of all time. The present depression 
is a temporary interlude to still greater 
progress provided we do not wander far 
afield and destroy the very foundations 
upon which this system rests. 
The American economic system is but 
a mere infant as far as human history 
goes, or when compared with such in- 
stitutions as the home, school, church 
or trade itself. It dates back in its 
present form but two or three genera- 
tions. During this period, however, 
great progress has been made in pro- 
viding ever higher standards of living 
until the great masses of people in 
this country enjoy more comforts and 
luxuries than did royalty of a century 
ago. Under this system the United 
States with a population of less than 
7 per cent. of the world’s total con- 
trols about 40 per cent. of the wealth 
of the world. One hundred years ago 
the average person had about 52 wants, 
of which 16 were regarded as necessi- 
ties. Today the wants number 484 on 
the average, of which 94 are looked 
upon as necessities. 
Contributing to this marvelous growth 
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of our country has been the increased 
productivity of workers and the great 
expansion -and development in trans- 
portation and communication facilities, 
Production per worker in this country 
is double that of Great Britain, four 
times that of France and thirty times 
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that of China. Since 1902 the output 
of electricity has increased approxi- 
mately 25-fold, and has doubled since 
1922. About 43 per cent. of all the 
electric power in the world is used in 
the United States. The use of electricity 
is due in large measure to the steady 
decline in price, which is now about 40 
per cent. below that of 1913. This is 
in sharp contrast with the cost of 
government which has increased by 300 
per cent. on a per capita basis, since 
the pre-war year. Four decades ago 
there was but one automobile to every 
9499 persons in this country while at 
present there is one to every five per- 
sons. In the course of the last two 
decades the number of cars registered 
in the United States has increased 
nearly seven-fold. More than seven 
out of every ten automobiles of the 
world are on the highways of this 
country. This remarkable record has 
been made possible by the steady lower- 
ing of price. Within a decade the 
average cost per horsepower of an 
American car has been reduced from 
$27.50 to $7. At the beginning of the 
century there were but 1,355,900 tele- 
phones in this country whereas now 
there are approximately 17,000,000, 
while the telephone wires cover about 
87,000,000 miles. There are more 
telephones in the United States than in 
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all the rest of the world. Despite 
many obstacles, the railroads of this 
country have made an impressive show- 
ing. Last year the American railroads 
moved on the average a ton of freight 
for less than one cent per mile, the 
cheapest rate of any country in the 
world. Approximately one-third of the 
total railway mileage of the world is 
in the United States. 

Not only has our per capita material 
wealth greatly increased but the sched- 
ules of labor have been reduced from 
sixty hours a week in 1900 to an 
average of around forty hours at 
present. Machines have lifted the bur- 
den from the backs of workers so that 
considerably less human energy is now 
required for greatly increased volume 
of output. In other words, despite its 
defects, the present system in the United 
States is by far the best ever devised 
for increasing the material welfare of 
the people and at the same time provid- 
ing increased hours of leisure for the 
enjoyment of the fruits of labor. 


The American system has not only 


vastly improved working conditions in 
the factory but it has also reduced much 


of the drudgery in the home. Two- 
thirds of the homes are now wired by 
electricity and of that number 97 per 
cent. have electric irons, 49 per cent. 
have electric washers, 42 per cent. have 
electric clocks and 34 per cent. have 
electric refrigerators. As a result of the 
aid of mechanical servants and the 
large number of former domestic tasks 
now performed outside the home, the 
hours devoted to housekeeping have 
been reduced by over 30 per cent. within 
the past generation. 

Unparalleled facilities for education 
are provided in this country. The per- 
centage of persons between the ages of 
five to seventeen enrolled in our public 
schools has increased from 57 per cent. 
in 1870 to 73.5 per cent. in 1910, and 
to 82 per cent. in 1932. The average 
number of days attended by each pupil 
has nearly doubled in the last six dec- 
ades. More money is spent on train- 
ing our young people than in all the 
other countries of the world combined. 
Expenditures on education per capita 
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increased from $2.84 in 1900 to $17.42 
in 1932, while the aggregate salaries 
paid the teachers have more than 
quadrupled during this period. Not 
only has there been a marked increase 
in the attendance at public schools but 
more than 1,000,000 students are now 
enrolled in our colleges or six times as 
many as in 1900. Our system of educa- 
tion has opened wide the door of op- 
portunity to all of our people. 

The benefits of this great progress 
have been shared by all classes. Dur- 
ing the past four decades the trend of 
real wages has corresponded very 
closely with increased productivity. In 
the long run this must be so for in a 
land of free enterprise economic forces 
will dictate an ever greater wage to the 
worker as production increases. Com- 
pensation for personal effort, including 
earnings of individual business proprie- 
tors, professional men and others who 
work for individual profits or fees, 
represented in 1929 87 per cent. of the 
income paid out whereas only 13 per 
cent. went to ownership in the form 
of dividends and interest. The em- 
ployee’s share of each dollar received 
from the sale of the steel industry’s 
products has increased by 50 per cent. 
since 1900 and now represents 41 cents, 
according to the American Iron & Steel 
Institute. 

Not only are the wage rates in the 
United States the highest in the world 
but the masses of people in this country 
have set aside substantial sums in 
various forms of investment. There are 
more than 41,000,000 savings depositors 
in the country. It is reported that the 
amount of savings deposits here exceeds 
that of all the countries of Europe, 
whose combined population is more than 
four times that of the United States. 
Over $70,000,000,000 of ordinary life 
insurance is held by 33,000,000 Ameri- 
can policyholders. Of this amount it 
is estimated that about 60 per cent. is 
held by persons with an income of less 
than $5000 a year. According to latest 
available figures, over 70 per cent. of 
the total insurance in force in the en- 
tire world is in the United States. In 
addition to the foregoing, it is roughly 
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estimated that there are more than 10,- 
000,000 owners of securities in this 
country. It is apparent, therefore, that 
the average American has a propor- 
tionate stake in the preservation of our 
economic system along with the large 
corporations and men of wealth. 

Despite the amazing record of per- 
formance of our economic system over 
the past few decades, it is held in some 
quarters that we have come to the end 
of our progress and that we should now 
consolidate our gains by regimentation 
and divide up our wealth. The same 
cry of defeat has been heard during 
every major depression in this country. 
But this would mean hoisting the white 
flag of surrender and an inevitable re- 
treat to stagnation and tyranny. If this 
philosophy had been adopted early in 
our history we would still use the 
oxcart for transportation, obtain our 
water supply from the old oaken bucket, 
read by candle light, get our news 
from the town crier and live in a log 
cabin, while we would be working 
twelve hours a day to eke out a bare 
subsistence. Life would be the monot- 
onous drudgery that it is today in 
most parts of the world where modern 
capitalism does not prevail. 

We are told there are no more 
frontiers to develop. It is true we 
passed the geographical frontier in the 
’00’s but since that time we have had 
spectacular and unprecedented develop- 
ments. More than one-half of the per- 
sons employed today are in industries 
that did not exist or were mere infants 
at the time of the Chicago Fair in 1893. 
New frontiers are constantly being 
opened up by inventions and science. 
American business is spending about 
$200,000,000 annually on various forms 
of research to develop new products 
and processes. These developments are 
providing new facilities and services, 
and are bringing an increasing number 
of products within the buying range of 
the masses of people. A great inventor 
has recently said that we have just 
begun our real progress and that the 
chief obstacles in the way are prej- 
udice and ignorance. “The only limit 
to progress,” he said, “is man’s ability 
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to think, and organized research is the 
most important instrument for bringing 
about the more abundant life.” 

This country has bright prospects for 
great future developments, provided we 
follow the sound principles which have 
been responsible for our remarkable 
progress. The greatest peril we face 
is the undermining of our economic 
system by the squandering of our re- 
sources and the pauperization of our 
people by profligate governmental 
spending. Such a course, if continued, 
can but lead to disaster as it did in 
Ancient Rome, as is shown by the fol- 
lowing passage from “Banking Through 
the Ages”: 

“The true foundation of Roman pros- 
perity was, however, the independence 
and self-sufficiency of the Roman citizen, 
and, when these were corrupted and 
destroyed, the whole superstructure was 
undermined. When the emperors con- 
verted the repositories of the Republic 
into store houses for the keeping of 
grain to be doled out to the mobs in- 
stead of providing them with work 
from which they could earn sufficient 
to meet their necessities, then the over- 
throw of Roman rule and prosperity 
was imminent. ‘Panem et circenses’ 
were the forerunners of their down- 


fall.” 
© 


AFTER 114 years of deep consideration, 
Wall Street is ready, in a dignified way, 
to talk about itself in the open. 

Not too openly, not brazenly, but with 
reserve, the New York Stock Exchange 
is advertising, nationally. 

In every newspaper in every Amer- 
ican city of more than 50,000, the Ex- 
change is releasing a modest, two- 
column “card,” offering to those readers 
who may be interested a booklet de- 
scribing the Exchange’s facilities and its 
purposes. 

And thus does the money mart exe- 
cute its first steps, admittedly somewhat 
halting, in the directions of combating 
the notion, to whatever extent that no- 
tion may be harbored in the public 
mind, that Wall Street and its inten- 
tions and its works are deeply and 
deviously anti-social_—Printers’ Ink. 





The San Francisco Convention 


Sixty-Second Annual Convention Attended 
by More Than Four Thousand « Politics and 


Partisan Controversies Successfully Avoided 


SSEMBLING at San Francisco for 
their sixty-second annual conven- 
tion, September 21-24, the mem- 
bers of the American Bankers Associa- 
tion found themselves in a somewhat 
perplexing situation—how to keep poli- 
tics out of the proceedings at a time 
when an intense political campaign 
was in progress throughout the country. 


THE NEW OFFICERS 


President 
Tom K. Smith 


President, Boatmen’s National 


Bank, St. Louis, Mo. 


First Vice-President 
Orval W. Adams 
Executive Vice-President, Utah 
State National Bank, Salt Lake 
City, Utah 


Second Vice-President 


Philip A. Benson 
President, Dime Savings Bank, 
Brooklyn, N. Y. 


Treasurer 
Arthur B. Taylor 
President, Lorain County Savings 
and Trust Company, Elyria, Ohio 


Executive Manager 


Fred N. Shepherd 


But this situation was happily met, and 
partisanship was almost or quite kept 
out of the transactions. 

As to the general atmosphere of the 
convention, it may be fittingly described 
as neither dismal nor unduly hopeful, 
but rather as realistic. The bankers at 
this meeting gave plenty of evidence 
that they fully realize thir own situa- 


tion and that of the country. They saw 
that both situations have in them ele- 
ments of strength and of weakness. The 
unbalanced budgets—not of the Fed- 
eral Government alone, but of states 
and municipalities—are in the latter 
category, while the marked revival of 
industry and trade belongs in the for- 
mer. The spokesmen at San Francisco 
repeatedly declared their faith in the 
strength and soundness of the banks, but 
admitted a weakness—not in the banks 
themselves—but in a demand for their 
customary services. 

Lack of demand for acceptable com- 
mercial loans, the growth of the ratio 
of investments to total assets, and the 
very low rate for money—these were 
some of the outstanding elements of the 
banking situation which were realisti- 
cally viewed at San Francisco, and were 
prominent in the discussions. 


THE GENERAL SESSIONS 


An outstanding feature of these con- 
ventions is always the president’s an- 
nual address, and this was particularly 
true in the present instance, President 
Robert V. Fleming contributing in his 
report and address a valuable summary 
of the existing banking and economic 
situation. He appropriately began his 
address by referring to the city acting 
as host to the convention and by pay- 
ing tribute to the committees whose 
efforts had done so much to add to the 
enjoyment and success of the conven- 
tion. “I am sure,” he said, “I speak 
for all those present in expressing to 
the bankers of San Francisco deep ap- 
preciation for their cordial invitation 
to hold this important meeting in their 
beautiful city. No city in America en- 
joys a greater reputation for friend- 
liness and hospitality than San Fran- 
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TOM K. SMITH 
President, Boatmen’s National Bank, 
St. Louis, Mo. President, American 

Bankers Association. 


cisco which, for years, has been one of 
the leading shipping and industrial cen- 


ters of the world. Forty-four years 
ago—in September, 1892—our associa- 
tion held its eighteenth annual conven- 
tion in San Francisco, which was the 
first time we held our meeting in this 
most hospitable city. We met here 
again in 1903 and still again in 1929. 

“The members of the general con- 
vention committee have spared no effort 
in providing for our comfort and en- 
tertainment, and they, together with the 
bankers in various other parts of Cali- 
fornia and the West where we have been 
entertained en route here, have seen to 
it that our trip to San Francisco will 
be an enduring and happy memory. 


“On behalf of the membership of the 
American Bankers Association, and es- 
pecially the delegates assembled here, 
I desire to express to Mr. McIntosh, 
chairman, and Mr. Brigham, vice-chair- 
man, and the members of their commit- 
tees, deep appreciation for the splen- 
did efforts which have been put forth 
to make this convention an outstanding 
success and our stay here an interest- 
ing and enjoyable experience.” 
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ORVAL W. ADAMS 


Executive Vice-President, Utah State 

National Bank, Salt Lake City, 

Utah; First Vice-President, American 
Bankers Association. 


In the course of his address, Mr. 
Fleming urged the importance of unit- 
ing the membership of the association 
into one team “all working toward a 
common goal—the improvement of our 
banking system and the betterment of 
the service rendered by our banks to 
the people of the country, and the pro- 
motion of a better understanding on the 
part of the public of the true functions 
of banking and a realization of the 
vital part it plays in the economic life 
of every individual.” 

He gave an account of the studies that 
were being made and the action taken 
regarding the over-chartering of banks 
by the creation of new banks or the 
establishment of competitive branches 
in communities where there is no eco- 
nomic necessity for their existence; also 
as to the competition of the postal sav- 
ings banks and government lending 
agencies. 

While declaring that during emer- 
gencies, “when the people located in 
the areas affected have been rendered 
powerless to help themselves, it was the 
duty of the Government to assist in such 
calamities.” Mr. Fleming further said: 





THE BANKERS MAGAZINE 


“But making allowance for these fac- 
tors, if we are to continue the present 
business recovery we must take steps by 
which the budgets of Federal, state and 
municipal governments will be brought 
more definitely under control and work 
as rapidly as possible towards budget- 
ary balancing. If this can be accom- 
plished, business will be assured that 
we are on firm foundations and can go 
forward in the traditional spirit of 
American enterprise and invention to 
create new channels for greater employ- 
ment. In my mind the major factor in 
this problem is the necessity of remov- 
ing as far as possible any uncertainty 
surrounding the rules under which busi- 
ness operates. When business leaders 
are assured that these rules have been 
definitely established and are encour- 
aged to go forward, such reassurances 
will add to their confidence, increase 
their willingness to extend their opera- 
tions and thereby increase the capacity 
of business to cure unemployment 
through sound re-employment. One 
step toward this goal would be a re- 
view by the Government of its whole 
relief program, which of necessity had 
to be developed rapidly, looking to- 
ward the elimination of waste and 
duplication. 


The Future of American Banking 


“A few words as to the future of 
American banking. During the year, 
through the contacts I have made with 
bankers from all parts of the country 
at the regional conferences on banking 
service and the annual conventions of 
state associations, and from replies to 
inquiries I have addressed to nationally 
known leaders in various types of bank- 
ing, | have been able to secure a very 
good cross-section of banking thought 
as to what the future holds for the busi- 
ness of banking. 


“All of us are concerned with the 
question of earnings and the shrinkage 
in commercial loans. We all recognize 
that true commercial loans, which con- 
stituted a large percentage of our earn- 
ing assets at the time of the inaugura- 
tion of the Federal Reserve System, and 


PHILIP A. BENSON 


President, Dime Savings Bank, 
Brooklyn; Second Vice-President, 
American Bankers Association. 


immediately thereafter, have shrunk. to 
the point where they can be considered 
no longer the major source of bank 
earnings. This decrease in commercial 
borrowing is not directly attributable 
to the depression although, of course, 
such commercial borrowings as did exist 
were lessened by the ravages of the de- 
pression. 


“In my judgment, for the present at 
least, commercial loans cannot be re- 
lied upon as the chief earning asset in 
our portfolios, for due to conditions 
following the 1923 deflation when huge 
inventory losses were sustained, coupled 
with the activity of investment houses 
and the strong market for securities, a 
situation was brought about where 
many corporations which were com- 
mercial borrowers at seasonal periods 
built up their capital position to the 
point where they did not need this bank- 
ing service. Also, there has been a 
complete change in the method and 
rapidity of manufacture, transporta- 
tion and distribution which has elimi- 
nated much of the need which formerly 
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existed for carrying large inventories 
requiring commercial borrowing. 

“There are some who feel that with 
a balancing of the Federal budget and 
the resultant return of business confi- 
dence, rates for earning assets will in- 
crease, surplus funds will not be created 
by deficit financing and, as economic 
conditions improve, there will be a 
restoration of the volume of commercial 
credit. But, for the present at least, 
this does not seem likely to occur un- 
less, as some feel, it might be brought 
about by the tax on undistributed earn- 
ings which, however, introduces other 
factors requiring careful consideration 
in the extension of credit. 

“Therefore it seems to me that at 
least for the time being we will have to 
look to other fields to employ our loan- 
able funds, such as loans other than 
true commercial loans, where the credit 
will be based upon the soundness of the 
borrower, the assets securing the loan 
and the borrower’s ability to amortize 
the loan over a reasonable period of 
years, and other types of credit, such 
as installment credit and home financ- 
ing. However, in making loans of this 
kind, every banker must take into con- 
sideration the type and character of his 
deposits and see if the volume and terms 
of the credit to be extended are in the 
best public interest, always maintain- 
ing what I would term an adequate de- 
gree of liquidity. 

“TI think we should realize that our 
customers are not bankers and when 
applications are made for loans which 
at first do not appear to be bankable 
we should carefully analyze the proposi- 
tion to see if it cannot be placed in 
bankable form. If the loan can be made 
bankable we will acquire a good earn- 
ing asset, and if it cannot be made bank- 
able, then, in the interest of good pub- 
lic relations, I think we should take 
pains to clearly and frankly explain 
the reasons why the request cannot be 
granted. 

“Looking at our immediate future, 
attention must be directed also to the 
increase in the investment portfolio of 
the banks of the nation. I believe great 
care must be exercised in the purchase 
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of securities. An examination of the 
records of these institutions which 
failed to survive the depression clearly 
indicates the necessity for carefully 
analyzing the character of securities 
prior to and following purchase. There 
is no question but that the bond port- 
folio is playing an important part in 
the earning assets of banks, and I be- 
lieve it is highly essential that each and 
every institution have on its staff off- 
cers and employes trained in the ex- 
amination and analysis of securities. 
Pursuant to requirements of law, the 
Comptroller of the Currency recently 
issued a regulation which is a construc- 
tive step in pointing the way to the pur- 
chase of sound securities. 

“The purchase of a bond is an exten- 
sion of credit the same as the granting 
of a loan, and officers and employes 
handling this part of the bank’s opera- 
tions should be just as conversant with 
the trends, and as carefully schooled in 
the examination and analysis of securi- 
ties, as the lending officers must be in 
that phase of the bank’s activity; even 
more so, because in the extension of 
credit to borrowers, the officers are usu- 
ally well acquainted with the borrowers, 
whereas very few of those who manage 
the corporations whose issues we buy 
are intimately known to the officials of 
the purchasing bank... . 

“American banking is well on its 
way to the high position of public con- 
fidence which it enjoyed prior to the 
depression.” 


The Investment Portfolio 


“A Bank’s Investment Portfolio” was 
the subject of an interesting address by 
Lindsay Bradford, president of City 
Bank Farmers Trust Company, New 
York. The importance of the growth 
of investment securities in the assets of 
the banks and the effect on capital 
caused by even a slight decline in the 
value of securities was thus pointed out: 


“Whether this lack of commercial 
loan demand with its resultant increase 
in our portfolios is a permanent change 
in our banking situation, I would not 
venture to say. At least it exists at 
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present. The facts of the large sur- 
pluses built up by our corporations, 
the existence of the present quick means 
of transportation, and the actuality of 
improved methods of manufacture, re- 
sulting in less necessity for large in- 
ventories and consequently less neces- 
sity for borrowing, at least must make 
us keep the question before us. If it 
should eventuate over the next few years 
that this is a continuing condition the 
difficulties of running a bank from the 
portfolio point of view would be sub- 
stantially enhanced and I would expect 
greater managerial emphasis on this end 
of banking to exhibit itself. To indi- 
cate the potentialities of the situation: if 
a bank with a million dollars of capital 
funds and ten million dollars of de- 
posits now has 40 per cent. of its assets, 
or $4,400,000 in the security markets, 
only a 5 per cent. variation in price 
would deplete the capital funds by more 
than 20 per cent. I recite this to em- 
phasize the grave consequences of a 
very small variation in the level of the 
bond market and hence a greater seri- 


ousness of the problem we are facing 
as the size of the portfolio grows.” 

The report of the acts and proceed- 
ings of the executive council was pre- 
sented and a committee on resolutions 
appointed, the chairman being Thomas 
R. Preston, president of the Hamilton 
National Bank, Chattanooga, Tenn. 

An address was down on the program 
by Jesse H. Jones, chairman of the Re- 
construction Finance Corporation, but 
Mr. Jones sent a letter to President 
Fleming stating that a recent illness had 
made it inadvisable for him to make 
the address. In his letter he said that 
“We can all take satisfaction as well as 
comfort and pride in the condition of 
the nation’s banks. They are strong 
enough in capital and resources to 
properly meet the credit demands of 
our great and growing country.” 

At the second day of the general ses- 
sion the first address was by Leroy A. 
Lincoln, president of the Metropolitan 
Life Insurance Company of New York, 
his topic being “Make Haste Slowly.” 
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From this address a few striking ex- 
tracts are made: 


“Welfare of all our people is the 
great objective toward which all busi- 
ness must be directed if it is to justify 
its existence at all. . . . All business 
is public service, and can prosper in 
the long run, only as the public pros- 
pers.” 

“It is gratifying to bring testimony 
that the general health of the people 
seems to be in a very satisfactory con- 
dition.” 

“The American people, perhaps more 
than any other, have learned, through 
their own initiative and over a long 
period of years, to provide for the fi- 
nancial protection of their families.” 

“We find ourselves quite in accord 
with the avowed purpose of responsible 
authority, whether Federal or state, in 
the direction of effecting a measure of 
social security for the American people.” 

“Since twenty-five years ago public 
employes have nearly doubled, whereas 
gainful workers generally have in- 
creased by only about one-half. In 1910 
the percentage of employes of our vari- 
ous governments to total gainful work- 
ers was 4.8 per cent., while in 1936 
it is 6.4 per cent. 

“Even more startling is the growth 
of government expenditures. I am still 
referring to governments in the aggre- 
gate—Federal, state and local—not to 
any particular arm of government.” 


“It is not safe to assume that a 
permanent solution of these problems 
that are besetting us today can be had 
merely by resort to the use of the taxing 
power of government. The answer lies, 
as has been said on all sides, in re- 
storing opportunity to work to those 
who would work. To this end the na- 
tional intelligence, not government 
alone, nor business alone, but the sober 
thought of the whole body politic, must 
be directed with sympathetic under- 
standing on the part of every one that 
the solution involves a mutual respon- 
sibility. I know of no group better 
able than your own, because of your 
close contact with the people through- 
out the nation, to encourage construc- 
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tive thought and action along those 
lines among all of your customers. 

“The field of social adjustment is 
the most complicated in the whole 
realm of human effort. The construc- 
tion of our most complex machinery, 
the running of the most complicated 
business, is mere child’s play compared 
with problems involving the interplay 
of huge numbers of human beings, to 
the end that the greatest good shall ac- 
crue to the greatest number. Here we 
are confronted with such imponderables 
as motives, feelings and instincts. In 
the field of social improvement, com- 
plicated as it is with these psychological 
and emotional elements, we are virtually 
novices. If we are wise we shall at- 
tempt large-scale solution of the mal- 
adjustments arising from the complexi- 
ties of our society only after thorough 
study of the situation. Our beginnings 
must be small and considered. We 
must not plunge headlong into rash 
commitments. We cannot bring a 
millennium into full bloom by statutory 
enactment. There has never been, there 
never will be, a millennium. Neither 
we nor our children, nor our children’s 
children, will see a millennium, never 
a situation when the whole population 
will say: ‘Enough, no more is desired!’ 
And so, in conclusion, I say we must 
move cautiously lest we prejudice the 
whole future of social betterment and 
lest the failure of our efforts along 
these lines leave us abashed and dis- 
couraged. If we would make sure 
progress and build safely for our fu- 
ture society, we must be certain, at 
each step, that we are on sure ground 
and headed in the right direction. Let 
us make haste slowly.” 


Trust Services 


Gilbert T. Stephenson, vice-president 
of the Equitable Trust Company, Wil- 
mington, Del., addressed the convention 
on “The Banker’s Part in Trust Serv- 
ices.” He declared that “Under the 
American system of trust business as 
presently constituted the future of trust 
service lies as much in the hands of the 
banker as of: the trust man_ himself. 
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Under that system, too, the future of 
banking is interwoven with that of trust 
business. So, the American banker has 
a part both in trust business and in 
trust service which he cannot avoid 
and which, therefore, he should im- 
prove.” 

He considered “the banker and the 
trust man as partners who are essen- 
tial to each other under the American 
system of trust business. As partners, 
each maintains his individuality while 
they are engaged in associated enter- 
prises.” 


Hero or Villain? 


The address of Clarence Francis, 
president of General Foods Corpora- 
tion, New York, at the third general 
session, was entitled “Hero or Villain?” 
and it presented some facts and con- 
clusions as the result of a general sur- 
vey that must have been, in the custom- 
ary phrase, “food for thought” to the 
listening bankers. And the exceptional 
character of this address justifies ex- 
tensive quotations from it. 


“HERO OR VILLAIN?” 
Extracts from address by Clarence Francis 


Sometimes a speaker likes to hold his 
message—and perhaps his audience—for the 
end of his talk. Well, I believe that if you 
have something to say, the best thing is 
to say it. 

And so I am going to say to you right 
now—and then I am going to try to prove 
it—that an important share of the leader- 
ship of the United States is in this room 
today—the economic and moral leadership 
which should set the tone not only of Amer- 
ican business but of the general public as 
well, 

And, further, that I am sincerely and 
heartily convinced, from what I know now, 
that a lot of you banking chaps are not 
taking the place in the front of the picture 
where you belong. 

If I can do no more today than to hold 
up a mirror and let you see yourselves in 
your full stature—if I can only strike the 
warm, human spark that will leap among 
you from elbow to elbow and from shoulder 
to shoulder, so that each man will become 
aware of his neighbor as if for the first 
time and will suddenly say to himself: 


“Why! I am not alone. I have got mates 
on both sides of me—good, trustworthy 
fellows, too. And we are sharing the dan- 
gers and the triumphs; so let’s get to- 
gether in a brotherly way—let’s take our 
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tightful place in the sun—and together we 
will go places.” 

If I can get you to do something like 
that, I will feel that I am repaying you— 
and in generous measure, too—for the 
privilege of appearing here with you today. 

I thave spent a lifetime trying to 
learn how to make a man’s mouth water 
for tempting foods, and when you come 
down to it, about the only difference be- 
tween your business and mine is that most 
people still believe they have to sing for 
their breakfast, thank goodness! But as 
for money, there is a belief that that stuff 
ought to be distributed with the compli- 
ments of the congressmen, like the way 
they used to frank packets of garden seeds. 

I will stick to the facts. 

I wanted very much to be of use to you, 
because as an industrialist I am indebted 
to you, in more ways than one. 

So this summer, while you chaps were 
out there in your palatial yachts, or riding 
your polo ponies, I stayed behind to di- 
rect two difficult and unique surveys es- 
pecially for the use of this convention, and 
my devoted helpers soon convinced me that 
it was a tough job. It kept them hustling 
nights and Sundays and even over Labor 
Day. We used the same hard and uncom- 
promising research which we in the food 
business have gotten into the habit of turn- 
ing to whenever we are in the dark about 
the facts in some problem of product or 
the merchandising of that product. 

The results of these two inquiries, I 
think, are very much worth while. 


I am able to bring you facts, not theories; 
an up-to-the-minute candid camera picture 
of yourselves, not a pretty studio pose. And 
I think that before I am through, gentle- 
men, you will know more about yourselves 
and about what the folk outside think of 
you than you did yesterday and, perhaps 
more important, more about the tremendous 
job that lies ahead for American banking. 


Briefly, we have made two nation-wide 
surveys. We obtained, first, the views of 
the banking world—of 7400 A. B. A. bank- 
ers at the crossroads, in the cornfields and 
in the metropolis—about your problems and 
your customers. 

Second, we went to 50,000 average citi- 
zens—a scientifically fair sampling—in all 
walks of life, on Park avenue and “back of 
the tracks,” rich and poor, workers, house- 
wives and storekeepers, in all parts of the 
country, to learn what John Citizen and 
Mrs. Citizen think about you. 

The answers are not mine. I did what 
a newspaper reporter would have done: I 
interviewed those who had news. 

The questions in the survey among mem- 
bers of the American Bankers Association 
were helped by the advice of some good 
friends that I have in the banking world. 
The response of you bankers—an astonish- 
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ingly outspoken response, straight from the 
shoulder, it was, too—guided our country- 
wide inquiry among the general public. 

Let us look at the facts. First, what 
have you bankers been telling me? 


The Banker Survey 


A business man may write off “good 
will” at $1. But he is only kidding his 
bankers. The chances are he values his 
customers’ good will at more than the 
manufacturing properties. Now, how about 
a banker? Is good will as important to 
him as to the manufacturer? I think it is 
worth a lot more than all the magnificent 
sculptured marble, fireproof steel and 
bronze grillework that you can pack into 
a bank structure. 

Our survey shows that, on the word of 
you bankers yourselves, the American pub- 
lic is far from unanimous on the question 
of a friendly attitude towards the banks— 
and I say that this is a tragedy, an economic 
tragedy that impairs the national wealth to 
the tune of—well, you say how many mil- 
lions of dollars. 

Only fifty-eight bankers out of every hun- 
dred believe that the public has a friendly 
attitude toward the banks, the survey of 
American Bankers Association members re- 
veals ! 

Think of that, gentlemen. In other words, 
nearly half of you bankers are in doubt 
about the good will of your customers and 
potential customers. There is danger in 
such a situation. And 11 per cent. of the 
bankers tell me that the public is not 
friendly. A fourth of you feel that the 
public is “just indifferent.” 

This on the word of the bankers them- 
selves, mind you. We will see what the 
public says later on. Now let us get at the 
bankers’ reasons for this costly, this waste- 
ful hostility or indifference. A bank presi- 
dent in the corn belt said his community 
was “just indifferent.” Why? His answer 
was laconic. He wrote: “Past experience.” 
Another middle western bank president 
blamed the antipathy on “too much propa- 
ganda adverse to banks.” Another wrote: 
“Some people who lost money in closed 
banks are not friendly.” Well, that is 
possible. 

Here is a forthright fellow, the head of 
a bank in the Mississippi Valley in a town 
of more than 25,000 population. He didn’t 
bother to check the proportion of his sales 
area which was friendly or even unfriendly. 
He just lumped the customers as “indif- 
ferent.” Why? He said, “Incompetent 
management of banks. Bank executives 
should be required to pass examinations.” 

A banker in a town of under 25,000 
blamed “preaching by the radical elements.” 
Another banker said the public’s attitude 
was not friendly. He said: “The bankers 
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were called all kinds of names by those who 
had to find a ‘goat.’” 

A New England banker said the public 
was not friendly. The reason, he said, was: 
“Dislike of people you owe.” Well, that is 
an easy “out,” but I wonder if it is the 
whole truth. I am just wondering if the 
boys with the unfriendly customers aren’t 
trying to alibi their own reluctance to ad- 
just themselves to a changing day and a 
changing market. 

Isn’t there a clue to the solution in the 
reply of a small town banker out here on 
the Pacific Coast—where, incidentally, the 
survey showed an enthusiastic view of the 
public’s attitude—when he wrote: 

“Yes, the public is friendly. Why? Be- 
cause the officers and employes in the past 
two years have gone out with the intent of 
making friends and regaining the confidence 
Tg people, and have succeeded very 
well.” 

What? Bank officers going out and mak- 
ing friends only in the past two years? 
That is perfectly astonishing to a food 
manufacturer! What did they do before 
that? Take an isolationist attitude behind 
the marble counters? Wait for business to 
walk into the bank? 

Why, we manufacturers run our legs off 
trying to corral the customers and win 
their friendship. We depend on our sales- 
men, truck driveis, executives, stenograph- 
ers, dietitians, demonstrators, and factory 
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employes everlastingly to sell the company 
and the company’s products to their friends. 
It has got so that even the stockholders are 
now eager to boost the sales record—they 
volunteer as the advance line of attack 
when a new product is put on the market. 

Seven out of ten bankers believe that 
the public knows that failed banks result 
from bad assets. A third of the bankers 
said the public charges them with being 
too strict in making loans and in not prop- 
erly serving their community. More than 
half said the public thinks a banker’s first 
duty is to the depositor, and 15 per cent. 
said the public thinks a banker’s first duty 
is to the borrower. 

Our nation-wide survey reveals that about 
a third of the bankers believe their cus- 
tomers seem to understand what a bank 
really is. Almost another third said the 
customers do not understand, and the other 
third of the bankers answered that people 
have only a partial understanding. 

While I confess freely that I know little 
or nothing about the internal problems of 
banking—I am only a borrower of banks, 
which may give me some standing here—as 
an old campaigner in the fields of adver- 
tising and merchandising, I cannot refrain 
from offering the remark that misunder- 
standing breeds fear and hate, and that, 
contrariwise, to stimulate loyalty and con- 
fidence, one of the immediate jobs of the 
banking world apparently is to hold a big 
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housewarming and invite Mr. and Mrs. John 
Citizen into the bank to see, in simply un- 
derstood demonstrations, how and why the 
wheels go ‘round. Of course, we food 
manufacturers since the turn of the century 
have done just that—and profitably. 

Another illustration of the public mis- 
understanding which hamstrings banking is 
the item in our survey revealing that a 
fourth of the bankers feel that their own 
customers do not understand why it is neces- 
sary to make service charges on unprofit- 
able accounts. And another 15 per cent. 
believe that their customers have only a 
partial understanding of this matter. But 
there is hope here, because banks reported 
that they are holding staff meetings to 
help the employes acquaint customers with 
the bank’s problems and _ policies. 

Certainly a bank—that essential of mod- 
ern economic existence—should exert every 
possible bit of energy and strategy to win 
over its trading area, not only to increase 
the business of the bank, but to make quite 
sure that the banking fraternity as a whole 
will have a thumping crowd of friends in 
court when illogical or crackpot legislation 
is offered for the voters’ approval. 

Here is more from the survey: Many 
bankers reported that the insuring of de- 
posits has made their depositors feel se- 
cure. A banker in the South said: “The 
banks, instead of the Government, should 
manage the insurance fund and weed out 
the useless banks.” 

But, for the nation, 67 per cent. of the 
bankers surveyed said that the banking and 
monetary legislation enacted since the crisis 
has increased the long-run security of bank 
depositors and _ stockholders generally; 
while 18 per cent. said such legislation had 
lessened the security. While 53 per cent. 
of the bankers said such legislation had as- 
sisted the banks in rendering the maximum 
service to their communities, 27 per cent., 
or more than a fourth, said these laws have 
hindered the rendering of maximum service. 
Who is right? 

A New England banker said he believed 
that “the restrictions on the forming of 
new banks will make for fewer but much 
sounder ones.” A banker in an eastern city 
of under 25,000 population said that the 
legislation has given the public more con- 
fidence in the banks. But a banker in a 
middle western city of over 25,000 popula- 
tion said, “I believe the F.D.I.C. weakens 
good banks to keep poor ones alive.” 

Well, what about installment buying? 
Did it help wreck the country in 1929, as 
some have charged? Let us examine our 
survey. We find that more than half of 
the bankers believe it did and about a 
third said it didn’t. On the question: Is 
installment buying a good plan? 27 per 
cent. said, “Yes”; 33 per cent. said, “No”; 
and 34 per cent. said “O. K. with limita- 
tions and control.” 
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Almost one banker in four said the small 
personal finance companies have taken 
away business they would like to have. Four 
out of five bankers said the bankers are 
increasing their personal loan business for 
greater earnings. About half said they 
are making more real estate mortgage loans 
today than a year ago. 

Now look at this one. A third of you 
bankers reported that the public is read- 
ing your advertising more than in the past; 
only 4 per cent. said “less.” Excuse me, 
gentlemen, but how do you know that? It 
is interesting, if true. But isn’t someone 
in the crowd taking things for granted? 
We business men don’t want guesses from 
bankers. It seems to me that some of you 
fellows might well set about discovering the 
maximum “pay load” obtainable from your 
advertising machinery, and one good way 
would be to make a hardboiled survey of 
the problem. 


The Public Survey 


As I said, we have many other tabula- 
tions, such as the statistics on the activities 
of American banks in obtaining new busi- 
ness, in counseling local business, data on 
the bankers’ ideas of harmful legislation, 
the banking outlook, improving appearance 
of banks and the participations of officers 
in community tasks. But time, I am sorry 
to say, forces me to skip over to the larger 
cross-section survey conducted among your 
customers. This public inquiry was made 
all over the country. It is exciting news. 
I think it offers some valuable suggestions. 
Let us dig into it. 

We wanted trends—popular, last-minute 
trends. For instance, we asked the Ameri- 
can public: “Do you think it is as neces- 
sary to save for your old age as it was in 
your father’s day?” It was a significant 
question, as you no doubt realize. 44.6 per 
cent. said it was as necessary, 47.3 per cent. 
said it was more, and only about 5 per cent. 
of the public said it was less necessary to 
save today than in the horse-and-buggy 
days. 

I wonder, by the way, if you know what 
percentage of your community deals at 
the banks? Well, our survey among adults 
in all walks of life revealed that 87.9 per 
cent. said they used the banks at the pres- 
ent time. That is a hopeful figure. Now, 
all you have to do is to get your share of 
it and then go to work to get more busi- 
ness and more profitable business out of 
your clientele. 

We wanted to know if some were scared 
to walk into your handsome edifices. We 
asked the public this question: “Are you 
treated just as friendly by your bank as 
by the stores where you regularly shop?” 
And about a fourth of the public said 
“No.” 

Darned if I know why! Maybe you ought 
to invite the public to come in and meet 
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you fellows at an A.B.A. convention. I explain that what we wanted to do here 


have never encountered a more warmly 
human and companionable crowd in my life 
than I have here. The suspicion dawns on 
me that you bankers have been holding 
back on your customers. Surely it can’t 
be an inferiority complex? And I wouldn’t 
be surprised if it was, what with all the 
lambasting you have had to take these past 
few years. 

Wait! Let us get another slant on the 
public’s opinion of you. Incidentally, the 
questioning required no signatures, hence 
the replies were candid and outspoken. 

We asked: “In your opinion, are banks 
in your locality doing their part to help 
business and employment?” This was, you 
see, a test of how good a job you have 
done of selling yourselves to your com- 
munity. 

Well, only 43 per cent. of the people 
said the banks are pulling their weight, and 
a7 per cent. said “No, the banks are not 
doing their share in the job of recovery.” 
Right or wrong, that is the public’s belief 
as it existed up to thirteen days ago. It 
Is not my belief; I doubt ‘if it is the belief 
of many business men. It is a general 
opinion. 

And I would like to ask: Please, what 
are you going to do about it? 

Now we come to a question that I toss 
on the table for what it is worth—without 
regard for political significance. I might 


was to measure the heroic proportions of 
the financier in the eyes of the man on the 
street. Once the banker was the local big 
shot. Is he so today? Let us see. 

We asked the public: “Is there any man 
in public life with whose views on money 
matters you agree?” More than six out of 
ten men and women said, “Yes.” And 
who was he? At the risk of stirring some 
partisan emotions almost on the eve of 
the election, I might begin by revealing 
from the nation-wide tabulations that the 
bankers didn’t fare so well. 

The top four in the vote—just to end 
the suspense—were President Roosevelt, 
Father Coughlin, Senator Glass and Gov- 
ernor Landon—and in that order. 

Trailing the leaders were the following in 
this order: Herbert Hoover, Henry Ford, 
Congressman Lemke, Dr. Townsend, Sena- 
tor Borah, Norman Thomas and Ogden 
Mills. 

Interpret that as you will, gentlemen. 
We of course received other nominations, 
but these were the chief ones. When we 
stop to realize the contributions which 
banking has made to help build this coun- 
try to greatness in a brief 150 years, when 
we consider the average banker’s devotion 
to his institution and the nation’s interests, 
it is, I think, lamentable that no banker 
or bankers stood out conspicuously in this 
poll. Personally, I believe the question was 
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improperly worded. For certainly, we need 
your voice. We need your sound leader- 
ship. This is not the hour to shrink back 
from the spotlight, or the brickbats thrown 
on the public forum. You fellows have 
proved you can take it. Well, let us hear 
from you. I here and now call for volun- 
teers! 

All this time, while I have been explor- 
ing these surveys with you, I have been 
trying hard to see how you might profit 
from them; and repeatedly my mind re- 
turns to the experiences of the food in- 
dustry—the oldest and largest of all our 
industries, taking a third of the national 
income and giving employment to millions 
in many fields—and I’m blessed if I can 
see much difference between your business 
and mine. 

After all, what difference is there be- 
tween a grocery store and a bank? You 
sell money. We sell prunes. When both 
of us are functioning at top-notch efficiency, 
we make life a whale of a lot more livable 
for our countrymen than it would be with- 
out us. 

If you will allow me to say so, these 
surveys make it patent that the banks 
haven’t learned what we have had to learn, 
perhaps because you are more isolated, 
perhaps because we are spurred by a ter- 
rific competition aided and abetted by the 
millions of housewife-shoppers daily throng- 
ing the 400,000 retail outlets and demand- 
ing more and more service, higher quality 
and forcing an ever-thinning margin of 
profit. Consequently, we have had to learn 
to do business always with the customer in 
mind, 

What do you want the spectators to 
think you bankers are aiming at? In cold 
dollars and cents, wherein lies your profits? 
As hero, or villain, in the public’s conscious- 
ness? But the question does not concern 
you alone. It vitally concerns every busi- 
ness man, every investor, every property 
owner, every responsible citizen in the land 
—for we are all dependent upon you. 

But even a well-meaning public does not 
understand your business. Our surveys il- 
lustrate that. And that is costly to you. 

Banks have an educational job to do. It 
calls for self-enlightenment as well as edu- 
cating the public. So has industry got to 
do this job. And the Government should 
come in as a third partner in this accom- 
plishment. 

We cannot rest on our oars. We must 
have the courage to go ahead. Let us not 
stop pioneering. 

They say we have crossed our last fron- 
tier. I say that is not true. We have only 
started in this country. And if anybody 
thinks that the social and industrial progress 
has been unprecedented, just watch Amer- 
ica’s smoke from now on. 

Over-production? Pshaw! 
fering from under-production. 


We are suf- 
We are not 
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making enough products to fill the need, 
Who among you dares say that right here 
in our own land people are eating as much 
or as well as they might? Who dares say 
they are as adequately equipped for mod- 
ern living as our industries and our scien- 
tists and bankers are capable of providing? 

Millions of houses, stores and factories 
are antiquated, worn out, ready only for 
the wreckers. They are too wastefully old 
and inefficient; they stand in the way of 
progress. Battered automobiles throng the 
highways—a menace to life and limb. - Five 
million farm homes need electrification. 
People need new clothes, new shoes, new 
hats and shirts and silk stockings. They 
need air-conditioning, mechanical household 
devices, modern recreational and cultural 
facilities—all the blessings which our ma- 
chine age is so well-designed to provide. 

Where, gentlemen, is our frontier? It 
is right here at home, working and schem- 
ing to provide more and more of the great 
masses of our countrymen with the facil- 
ities for enjoying a rich, full life, a use- 
ful and stimulating life. There is a goal 
worth while. 

And work for all here—for we indus- 
trialists know that only in a widely em- 
ployed, well paid and contented nation can 
we hope to find the customers required in 
our age of mass production and distribu- 
tion. 

So common sense, past experience, calls 
out to us: Rebuild America! Replace the 
worn machinery. Make our own prosperity. 
That is our opportunity. It is yours. 

Yes, your opportunity is to win the 
people’s good will by financing the big un- 
dertaking to the mutual profit of all con- 
cerned. What a vista lies ahead of you! 

For who dares say that the banking busi- 
ness has reached its full growth, that its 
functions from now on should be routine 
without imagination, stabilizing without self- 
discipline, constructive without a _ strong 
undercurrent of social consciousness? 

We are egotistical enough to think we 
will get along on any set of rules they will 
write. But the going will be easier with 
your help, your inspiration—moral and 
spiritual as much as economic. 

Men, there is a big job ahead. No one 
of us can do it alone. Let us all join hands 
—and I include imperatively our Govern- 
ment, regardless of the political power in 
office—and freely realize our inter-depend- 
ence. Let us put our’own houses in order 
and then sell ourselves to our citizens, sell 
them also on the country’s potentials for 
shared progress. 

Let us make it clear that, in a whirlwind 
start, this country of ours—starting from 
scratch—has erected an institution second 
to none in the world from any point of 
view, that we have merely been stopped 
for a few short years for breath taking, or 
maybe stock taking, that we have started 
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running again, and that we are going places 
undreamed of even in the minds of our 
most ambitious pioneers. 

On this ground, hallowed by the achieve- 
ments of pioneers, let us dedicate ourselves 
to a bigger and better and happier united 
nation. 


Other addresses at the last day of the 
general sessions were: “Is Democracy 
in Banking on the Way Out?” by Merle 
Thorpe, editor and publisher, Nation’s 
Business; “Business and Education,” 
Leland Whitman Cutler, president, 
Board of Trustees, Stanford University. 

After the installation of officers, the 
general sessions of the convention ad- 
journed. 


National Bank Division 


This division opened its meetings on 
September 23, C. W. Allendorfer, execu- 
tive vice-president of the First National 
Bank, Kansas City, Mo., presiding. In 
his address as president of the division 
Mr. Allendorfer reviewed various prob- 
lems of special interest to national 


banks, and concluded with this state- 
ment: 


“It takes no wisdom to say it, but I 
will do so nevertheless—it is in times 
of easy money and low interest rates 
that we make the mistakes which worry 
us later on.” 

Russell G. Smith, cashier, Bank of 
America N. T. & S. A., San Francisco, 
discussing the topic, “Real Estate Loans 
for National Banks,” declared that “Na- 
tional bankers, as a group, neither ap- 
preciate the possibilities of increased 
real estate lending nor realize their re- 
sponsibility to provide their communi- 
ties with mortgage money. 

“We need only glance at the record,” 
he said, “to realize that this is true. In 
1915, a little more than a year after 
the passage of the Federal Reserve Act, 
with its Section 24 permitting national 
banks to make loans secured by real 
estate, the total of mortgage loans held 
by national banks amounted to $150,- 
000,000 or 11.7 per cent. of their time 
deposit total of $1,285,000,000. Today, 
with the time deposit total of national 
banks hovering around $7,500,000,000, 
real estate loans amount to but $1,340,- 
000,000, or 17.8 per cent. of the time 
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deposit total. In other words, while the 
time deposits of national banks have 
increased by more than $6,000,000,000 
during the past twenty-one years, na- 
tional bankers have, in the same period, 
increased their real estate loans but 
slightly over $1,000,000,000. Under the 
law, national banks could have $4,500,- 
000,000 invested in real estate mort- 
gages on their present time deposit 
basis; instead the total of real estate 
loans is less than $1,500,000,000.” 

Mr. Smith concluded his address by 
saying that “By supplying their com- 
munities with mortgage money national 
banks will become more completely a 
part of those communities and will reap 
the benefits, not only of an excellent 
investment medium, but of increased 
good will as well.” 

“The Bond Account from a Bank 
President’s Viewpoint” was the subject 
of an address by Andrew Price, presi- 
dent National Bank of Commerce, 
Seattle, Washington. In the course of 
his address, he had the following to say 
regarding the purchase of United States 


bonds by the banks: 

“The holdings of Government bonds 
by banks is a subject of much discus- 
sion, not only in banking circles but 


by the public at large. Not infre- 
quently the issues presented by Govern- 
ment expenditures beyond current in- 
come are confused with the question of 
the fundamental soundness of the credit 
of the United States of America. 

“Right here let me say I do not con- 
done a continuing Federal deficit, nor 
do I countenance indiscriminate public 
spending, but I seriously doubt the wis- 
dom of impugning the soundness of our 
banks because of their present holdings 
of U. S. Government bonds. Banks 
bought these bonds because they had 
confidence they would be repaid at par 
at maturity and for the reason that they 
are as nearly riskless investments as 
can be found. 

“As far as I know, there is no re- 
corded instance where the Government 
or any of its agencies has directly exer- 
cised any coercion upon the banks as a 
whole or upon any bank in particular 
to buy its securities. Certainly a 7 per 


THE BANKERS MAGAZINE 


cent. allotment on subscriptions to the 
last Treasury offering belies this con- 
tention. It probably can be justly 
claimed, however, that as a result of 
the policies and programs adopted by 
the Government in its efforts to set in 
motion the forces of recovery, that this 
has brought about a condition where 
banks by force of necessity of keeping 
their funds employed at the minimum 
of risk, have had to turn to the Govern- 
ment bond market. 

“Up to this time I believe that irre- 
spective of our personal opinions as to 
the proprieties of the use to which large 
portions of these funds have been put, 
the banks of this nation have been jus- 
tified in their investment in Government 
bonds.” 


Officers of National Bank Division 


The following officers were elected: 
President, William F. Augustine, vice- 
president, National Shawmut Bank, Bos- 
ton, Mass.; vice-president, Russell G. 
Smith, cashier, Bank of America Na- 
tional Trust & Savings Association, San 
Francisco, Cal. 


State Bank Division 


The State Bank Division convened in 
the Colonial Ball Room, St. Francis 
Hotel, San Francisco, September 22, 
Fred B. Brady, vice-president Com- 
merce Trust Company, Kansas City, 
Mo., president of the division, presid- 
ing. 

In the concluding paragraphs of his 
address, Mr. Brady, reaffirming the faith 
and confidence of the division in the 
American dual banking system, recom: 
mended its preservation by Congress. 
“Better banking and better bank earn- 
ings” were declared to be the objectives 
of the State Bank Division. 

After the president’s address, Harry 
A. Bryant, president Parsons Commer- 
cial Bank, Parsons, Kansas, spoke on 
“Country Bank Earnings, Why and 
How.” 

A. L. M. Wiggins, president of the 
Bank of Hartsville, Hartsville, S. C. 
spoke on “What’s in the Customer's 
Mind About Banking.” After taking 4 
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look at the banks as they might be seen 
by those who deal with them, the 
speaker then presented the banker’s 
viewpoint. Mr. Wiggins concluded by 
expressing faith in the dual system of 
banks, and in “the sound common sense, 
the moderation and tolerance and 
sportsmanship of the American people.” 


Officers of the State Bank Division 


The following officers were elected at 
the meeting held on September 22: 
President, H. M. Chamberlain, vice- 
president Walker Bank & ‘Trust Com- 
pany, Salt Lake City, Utah; Vice- 
President, Robert M. Hanes, president 
Wachovia Bank & Trust Company, 
Winston-Salem, North Carolina; mem- 
bers of the executive committee for a 
term of three years, Harry A. Bryant, 
president Parsons Commercial Bank, 
Parsons, Kansas; W. S. Elliott, vice- 
president and cashier Bank of Canton, 
Canton, Georgia. 


Savings Bank Division 


The meeting of this division was held 
on September 21, Philip A. Benson, 
president of the Dime Savings Bank, 
Brooklyn, N. Y., presiding. In his ad- 
dress as president of the division, he 
said that “Savings deposited in banks 
amounted to $22,652,000,000 on June 
30, 1935, an increase of $899,970,000 
for the year ended that date. The latest 
figures indicate a further increase of 
over $600,000,000 for the year ended 
June 30, 1936, making an aggregate of 
over $23,200,000,000. Thirty-four years 
ago, when the Savings Division was or- 
ganized, savings deposits amounted to 
$2,750,177,290. The increase in the 
thirty-four years is over 800 per cent. 
Savings depositors in 1902 numbered 
about six million. They now number 
more than forty-two million.” 

_ Other addresses delivered at the meet- 
ing were: “Problems of the Institutional 
Investor,” Rudolph J. Eichler, member 
Bateman, Eichler & Co., Los Angeles, 
Cal.; “Adaptation of Mortgage Lending 
to Modern Conditions,” Harold Stone, 
president Savings Banks Association of 
the State of New York; “Man a Saving 
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Animal,” Dr. Ray Lyman Wilbur, presi- 
dent Stanford University. “Where,” 
asked Dr. Wilbur, “do you think the 
Swedes or the Norwegians or the Finns 
would be today if they had not been 
saving animals?” And one may add, 
where would any of us be but for this 
same animal saving propensity. 

But man is not only a saving animal, 
but “We are herd animals. Herd ani- 
mals have advantages but they also run 
great risks. Our rise and fall goes 
largely with that of the herd. If the 
herd is not well managed and led, the 
individual members of it cannot be en- 
tirely independent. Along with our in- 
crease in numbers, and our various 
methods of developing civilization so 
that we can act in groups, we have de- 
veloped certain faults that can be clas- 
sified as group diseases or disorders. 
One of these mass diseases, which is of 
terrible intensity and which comes 
periodically, is most destructive. We 
call it “war.” It destroys life and sav- 
ings and does damage to all of those 
who have been thrifty. It is the great- 
est enemy of mankind.” 


Officers of the Savings Bank Division 


The following officers were elected 
at the meeting held on September 21: 
President, Noble R. Jones, savings man- 
ager First National Bank, St. Louis, 
Missouri; vice-president, Henry S. Sher- 
man, president Society for Savings, 


Cleveland, Ohio. 


Trust Division 


This division held a meeting for the 
election of officers only, with the fol- 


lowing result: President, Blaine B. 
Coles, vice-president First National 
Bank, Portland, Oregon; vice-president, 
Robertson Griswold, vice-president 
Maryland Trust Company, Baltimore, 
Maryland. 


State Secretaries Section 


A report of the activities of this sec- 
tion was presented at the meeting held 
on September 21 by David M. Auch, 
the president of the section, and who 
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is also secretary of the Ohio Bankers 
Association. 

Various problems of interest to the 
banks were discussed by several speak- 
ers, low interest rates and Government 
competition being given special promi- 
nence. 


Officers of State Secretaries Section 


The following officers were elected 
at the meeting held on September 21: 
President, Theodore P. Cramer, Jr., sec- 
retary Oregon Bankers Association; 
first vice-president, W. Gordon Brown, 
executive manager New York State 
Bankers Association; second vice-presi- 
dent, C. W. Beerbower, secretary Vir- 
ginia Bankers Association. 


Resolutions Adopted 


According to the report of the com- 
mittee on resolutions, adopted by the 
convention, business recovery is making 
good progress—the most formidable 
barriers against complete recovery being 
continuing budget deficits and the grow- 
ing burden of taxation. The chartering 
of new banks should be rigidly limited 
to the economic needs of the nation. 
The Banking Act of 1935 should be sub- 
mitted to further practical test by ex- 
perience before being changed by im- 
portant amendments. Other resolutions 
referred to bank investments and earn- 
ings and to the codrdination of taxing 
authorities. The resolution relating to 
Government credit, expenditures and 
budget follows: 


“We have confidence in the funda- 
mental credit of the United States of 
America. We consider ourselves for- 
tunate that it has been possible for 
banks to lend substantial support to the 
Government in its efforts to meet the 
exigencies of the emergency. The banks 
have responded during this period as 
they always have in times of great need, 
having abiding faith in the resources of 
this nation and the character of its 
people. 

“But we reiterate the statement made 
in the resolutions adopted at our last 
convention that, while unusual economic 


circumstances and necessary efforts to 
relieve human suffering and depriva- 
tion, under emergency conditions, may 
justify unusual expenditures of public 
funds, they should not be allowed to 
obscure the vital fact that a definite re- 
turn to a balanced budget should be the 
prime consideration of a sound fiscal 
policy. 

“It is our belief that expenditures, 
Federal, state and local, should now be 
brought more definitely under control. 
We believe this is essential as an as- 
surance to business that our national 
finances are on firm foundations, and 
that business and industrial enterprise 
are justified in going ahead with expan- 
sion of their activities, which is the 
surest method to create greater employ- 
ment for workers of all classes.” 

In addition to the above, special reso- 
lutions were adopted highly commend- 
ing the administration of Robert V. 
Fleming, the retiring president; thank- 
ing the speakers at the convention; re- 
gretting the absence of Hon. Jesse Jones, 
on account of illness, and this resolu- 
tion in conclusion: 

“We also thank the San Francisco 
bankers, the bankers of the various 
cities en route to this convention, who 
lightened our journey with hospitality, 
the local committees of San Francisco 
who have put in long hours of loyal 
endeavor in preparing for the sessions 
of this convention, the hotels for their 
excellent entertainment, the many rep- 
resentatives of the press from various 
parts of the country who have given 
such adequate news treatment to our 
meetings, and the citizens of San Fran- 
cisco for the cordial hospitality which 
they have so generously extended to the 
members of this association.” 


Sidelights of the Convention 


Praise for the hospitality of the bank- 
ers and citizens of San Francisco was 
universal. 


© 
The address of Mr. Francis, “Hero 
or Villain,” might have been appro- 
priately called “Wake Up and Live,” 
considering how it went after the bank- 
ers for their alleged sleepiness. 
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A bankers’ clinic, held during the 
convention, raises the thought of disease 
somewhere in the banking structure. But 
if such a condition exists, clinical ex- 
amination is wise. 

© 

The program was replete with an in- 
structive discussion of many present and 
pressing banking problems—more food 
for thought than could easily be as- 
similated in a few days. 

© 

Boston and Mexico City extended in- 
vitations to the American Bankers As- 
sociation to hold the 1937 convention 
in their respective cities. The invita- 
tions will be acted upon at a later date 
by the administrative committee. 


The Association’s New Officers 


Biographical sketches of the three 
newly-elected officers of the association 
follow: 


TOM K. SMITH 


Tom K. Smith, president The Boat- 
men’s National Bank, St. Louis, Mis- 


souri, newly elected president, has 
served during the past year as first 
vice-president of the organization. 

Mr. Smith was born in Glenwood. 
Missouri, in 1882. He received his 
A. B. from the University of Missouri 
in 1904 and, in 1935, was given the 
honorary degree of LL.D. by the same 
institution. Following graduation in 
1904 he became a bond buyer and 
salesman with Little and Hays of 
St. Louis, after which he became secre- 
tary and treasurer of William R. Comp- 
ton Company, security dealers of 
St. Louis. Later he was vice-president 
of Kauffman, Smith and Company, Inc., 
and since 1929 he has held his present 
position. In November, 1933, he be- 
came special advisor to the Secretary 
of the Treasury of the United States on 
banks and banking matters, serving in 
that capacity until May, 1934. 

Mr. Smith is president of the St. Louis 
Clearing House Association. He has 
been a director of the St. Louis agency 
of the National Credit Corporation; 
member of the advisory board St. Louis 
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District of the Reconstruction Finance 
Corporation; member of the Banking 
and Industrial Committee of the Eighth 
Federal Reserve District. In American 
Bankers Association activities he has 
served as chairman of the Special Com- 
mittee on Banking Studies. From 1923 
through 1925, Mr. Smith was a member 
of the Board of Governors of the In- 
vestment Bankers Association of Amer- 
ica and, during 1926, was vice-president 
of that organization. 

Mr. Smith is a director of the Curtis 
Manufacturing Company. He is chair- 
man of the Advisory Council of the 
University of Missouri. He has been a 
member of the Welfare Plan Committee 
of St. Louis and chairman of the 
St. Louis Citizens’ Committee on Relief 
and Employment. In 1932 he received 
the St. Louis Civic Award in recogni- 
tion of outstanding work on this com- 
mittee. He served as a member of the 
Board of the St. Louis Chapter, Ameri- 
can Red Cross from 1928 to 1931. He 
served as a member of the National 
Committee on Unemployment Relief and 
of the Missouri Committee on Unem- 
ployment Relief, as a trustee of the 
Community Fund of St. Louis, and as 
vice-president of the Children’s Aid So- 
ciety. During the World War Mr. Smith 
was vice-chairman of the Liberty Loan 
Organization of the Eighth Federal Re- 
serve District. He is a member of the 
1936 National Citizens Committee for 
Mobilization for Human Needs. 


Mr. Smith is married and has four 
children. He is a member of the Phi 
Beta Kappa, Beta Gamma Sigma and 
Phi Gamma Delta fraternities, and 
president of the board of trustees of 
the last named. He belongs to the Uni- 
versity, Noonday, Log Cabin, St. Louis 
Country and Cuivre Clubs, all of 
St. Louis, and Phi Gamma Delta Club 
of New York City. He is a Democrat 
and belongs to the Presbyterian Church. 
Mr. Smith makes his home in St. Louis, 
Missouri. 


ORVAL W. ADAMS 


Orval W. Adams, executive vice- 
president Utah State National Bank of 
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Salt Lake City, Utah, is the newly 
elected first vice-president. 

Mr. Adams was born in Idaho Falls, 
Idaho, in 1884. He was educated in 
the Utah State Agricultural College at 
Logan, Utah. His first business posi- 
tion was that of cashier of the Hyrum 
State Bank at Hyrum, Utah, and he was 
subsequently cashier of the Thatcher 
Brothers Banking Company at Logan, 
Utah, and executive vice-president of 
the First National Bank and First Sav- 
ings Bank at Ogden, Utah. 

Mr. Adams is a member of the board 
of directors and the executive commit- 
tees of the following institutions: Zion’s 
Savings Bank and Trust Company, 
Utah-Idaho Sugar Company, Z. C. M. I. 
Department Store, Beneficial Life In- 
surance Company, and Hotel Utah. He 
is a member of the board of directors 
of the Transportation Association of 
America. He is a past president of the 
Utah Bankers Association, a former 
member of the Code Committee of the 
American Bankers Association and a 
former chairman of the Bank Manage- 
ment Commission of the American 
Bankers Association. Mr. Adams has 
served during the past year as second 
vice-president of the organization. 

He is married and has six sons. He 
is a Republican and a member of the 
Sigma Chi Fraternity. He makes his 
home in Salt Lake City. 


PHILIP A. BENSON 


Philip A. Benson, newly elected sec- 
ond vice-president, is president and 
trustee of The Dime Savings Bank of 
Brooklyn, Brooklyn, New York, and 


was born in New York City. He re- 
ceived the B.C.S. degree from New 
York University and is a Certified Pub- 
lic Accountant of New York State. He 
became associated with The Dime Sav- 
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ings Bank of Brooklyn in 1917 as as. 
sistant secretary and has served as sec- 
retary, treasurer and finally president. 
He was elected president of the Savings 
Division of the American Bankers Asso- 
ciation at the annual convention of the 
association in New Orleans in 1935 
and served one term. 

Mr. Benson is a trustee of the Kings 
County Trust Company, the Title Guar- 
antee and Trust Company and the Citi- 
zens Budget Commission. He is a 
director of the Savings Banks Trust 
Company, Institutional Securities Cor- 
poration, Commonwealth Insurance 
Company and the Guardian Life Insur- 
ance Company. He is active in his com- 
munity, serving as a vice-president of 
the Brooklyn Chamber of Commerce 
and the Downtown Brooklyn Associa- 
tion. 

Besides his activities in the American 
Bankers Association Mr. Benson _ has 
served as president of the National As- 
sociation of Mutual Savings Banks, 
1933-1935, and at present is a member 
of the Executive Committee, besides 
serving on the Executive and Public 
Relations Committees of the Savings 
Banks Association of the State of New 
York. He is a member of a number of 
committees among which is the Com- 
mission to Study the Banking Structure 
of New York State Bankers Association. 

Mr. Benson is married and has four 
children. He is a Republican and is a 
member of the Montauk, Sea Cliff Yacht 
and the Economic Clubs, all of New 
York. He is a trustee of Long Island 
College of Medicine, Brooklyn Insti- 
tute of Arts and Sciences and Moody 
Bible Institute of Chicago and a director 
of Adelphi Academy and Stony Brook 
Assembly. He is president of the Rail- 
road Security Owners’ Association. Mr. 
Benson’s home is in Brooklyn, New 


York. 





VIGNETTES OF BANKING HISTORY 


Sketches of Some of the Banks That Have 
Played Leading Parts in the Commercial 
Development of Their Communities « « 


HE history of banking is made up 
Te the development and progress of 

many separate institutions and these 
in turn reflect the intelligent efforts of 
the individual men by whom they have 
been served—men whose devotion and 
whose abilities have made possible the 
success of which the following sketches 
are a record. 

On the following pages THE BANK- 
ers MAGAZINE takes pleasure in present- 
ing the stories of some important banks, 
not only in this country but abroad, 
whose success has been outstanding and 
whose history has significance not only 
to their own communities but to the 
world at large. 

Limitations of space manifestly make 
it impossible to present the stories of 
all of the world’s important banks, but 
those that are given are a fair cross- 
section and show the way in which the 
ingenuity of man has adapted financial 
institutions to further the development 
of business and commerce and make 
possible that material progress which 
the world has enjoyed during these past 
ninety years. 


THE CHASE NATIONAL BANK OF 
THE CITY OF NEW YORK 


ALTHOUGH the Chase National Bank, 
as such, was founded in 1877, the old- 
est of the component institutions which 
were merged to form the present insti- 
tution was organized in 1810. This is 
the Mechanics Bank of the City of New 
York which was merged into the Chase 
National Bank as part.of the Me- 
chanics & Metals National Bank in 
1926. 

A small group of men, five in num- 
ber, met on September 12, 1877, to or- 
ganize the Chase National Bank. These 
men, the sole original shareholders and 


the first board of directors were: 
Samuel C. Thompson, John Thompson, 
Isaac W. White, all of New York City, 
and Francis G. Adams, Coxsackie, 
N. Y., and Lewis E. Ransom, Hemp- 
stead, N. Y. 

The bank was opened the following 
week on September 20, 1877, at 117 
Broadway, with a capitalization of 
$300,000. The next day deposits stood 
at $14,738.20. Approximately three 
months later, on January 2, 1878, de- 
posits had passed half a million being 
$628,625.85, and undivided profits were 
$1,438.50. 

Of the five organizers, the Thomp- 
sons, father and son, were the prime 
movers. Samuel C. Thompson was 
president and John Thompson was vice- 
president. The early conservative policy 
of the bank is shown by the following 
paragraph from a letter sent out with 
the bank’s first statement of condition 
in 1877: 


“Tt is the determination of the found- 
ers and managers to merit a continuance 
of the confidence, so freely expressed 
and shown in all quarters, by strictly 
adhering to their former sound con- 
servative course of holding the deposits 
of the bank at all times in cash, or in 
demand loans, protected by choice se- 
curities. and having its capital and sur- 
plus only in discounts, and in all of 
the details of the business, looking more 
to safety and security than to profits.” 


The bank moved to its larger quarters 
at 104 Broadway on January 15, 1878, 
where it occupied the first floor of the 
high-stooped __ three-story-and-basement 
building which then stood just below 
the corner of Pine street and Broadway. 

Business increased steadily, and in 
January, 1884, the bank reported capi- 
tal of $300,000, surplus of $250,000 
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The first permanent quarters of the Chase 
National Bank at 104 Broadway, New 
York. 


and undivided profits of over $8000 and 
total deposits of $6,096,326. 

April, 1884, brought the first admin- 
istration to an end by the death of the 
first president, Samuel C. Thompson. 
He was succeeded by his father, John 
Thompson, but advancing years made 
it expedient for the latter soon to give 
up active business responsibilities and 
in 1886 a new period in the history 
of the bank opened when Henry W. 
Cannon became president. Evidences 
of growth came rapidly during the next 
few months and in May, 1887, the bank 
moved to new quarters at 15 Nassau 
street at the corner of Pine street. 

The first increase in the capitaliza- 
tion of the bank was made on July 1, 
1887, when the existing shareholders 
bought $200,000 of new stock. In 
January, 1888, the statement of the 


bank showed: Capital, $500,000; sur. 
plus, $400,000; undivided profits, $52,- 
018, and deposits, $8,540,717. 

Meanwhile the bank was gradually 
outgrowing its quarters and in 1895 
when the Clearing House built its hand- 
some marble edifice at 83 Cedar street 
the Chase National rented the ground 
floor and basement which were then 
available for banking quarters. 

On December 31, 1897, the bank’s 
capital was increased from $500,000 to 
$1,000,000, the increase being derived . 
entirely from earnings. At the same 
time a cash dividend of $500,000 was 
declared. 

On February 9, 1904, A. Barton Hep- 
burn was made president of the bank 
on the resignation of Mr. Cannon who 
became chairman of the board. At the 
same meeting Albert H. Wiggin was 
elected vice-president. In 1911 Mr. 
Hepburn was elected chairman of the 
board, “empowered to manage the af- 
fairs and business of the bank as an 
executive officer, and authorized to bind 
the bank by his acts and signature with 


the same effect as if he were president 


of the bank.” At the same meeting 
Mr. Wiggin was elected president. 

By 1915 the bank had again out- 
grown its quarters and moved to a new 
home at 57 Broadway. On October 2, 
1916, $5,000,000 was added to capital, 
the stock being offered to shareholders 
at par. An equal amount was added 
to surplus being taken from the “un- 
divided profits account.” 

In 1918 Mr. Wiggin was made chair- 
man of the board and Eugene V. R. 
Thayer of Boston was made president. 
By this time deposits had reached 
$333,332,837. 

The fifth increase in capitalization 
was made January 20, 1920, when capi- 
tal became $15,000,000. Four months 
later surplus was increased to $15,- 
000,000 from undivided profits. 

In April, 1921, Mr. Thayer resigned 
the presidency of the bank, retaining, 
however, his directorship. Mr. Wiggin 
was re-elected president, continuing 
also as chairman of the board. 

For forty-four years of its life the 
Chase National Bank had grown en- 
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tirely through its own wise management 
and conservative policy. It was the 
only one of the larger banks which had 
never increased its size by consolida- 
tion. On November 23, 1921, however, 
the Metropolitan National Bank was 
merged with the Chase, and the former 
offices of the Metropolitan became 
branches of the Chase National Bank. 
The Metropolitan Bank had been since 
its organization in 1905 a progressive, 
well-managed institution, one of its 
branches having been originally the 
old Shoe and Leather Bank, founded in 
1852. The merger of the Metropolitan 
with the Chase enlarged the local scope 
of the Chase through seven advanta- 
geously located branches in New York 
and Brooklyn. It also increased the 
banking power of the larger institution, 
the figures of December 31, 1921, show- 
ing: Capital, $20,000,000; surplus and 
profits, $21,104,424, and deposits, 
$359,162,590. 

Such was the life of the Chase Na- 
tional Bank in its first forty-five years. 
From a capital of $300,000 to a capi- 
tal of $20,000,000 with surplus and 
profits of $21,787,000; from deposits 
of $14,738 to deposits of $434,107,000; 
from an official staff of three to one of 
fifty, and a clerical force of four to 
1280—was a long way to have come in 
so brief a span of years. 

Capital was doubled in 1926, when 
the Mechanics & Metals National Bank 
was absorbed on a share-for-share basis 
and Chase stockholders purchased 100,- 
000 new shares at $105 per share. Dur- 
ing the next four years five more banks 
were merged with Chase: Mutual Bank 
on Dec. 28, 1927; Garfield National on 
Jan. 26, 1929; National Park Bank on 
Aug. 26, 1929; and Equitable Trust 
Company and Interstate Trust Company 
on June 2, 1930. 

At the time of the Park merger it 
was pointed out by financial writers 
that Chase’s capital, then raised to 
$105,000,000, was exactly 350 times the 
amount of its original figure of $300,- 
000. However, when the merger with 
the Equitable Trust Company was con- 
summated in 1930, the capital funds of 
the bank were increased from approxi- 
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mately $243,000,000 to almost $360,- 
000,000. The total resources of the 
bank following that merger exceeded 
$2,648,000,000. 

Within the short space of seventeen 

months the Chase had nearly doubled 
in size, resources having been $1,430,- 
308,238 at the end of 1928. The pur- 
chase for cash of all shares of the 
American Express Bank & Trust Com- 
pany late in 1931 augmented Chase’s 
resources slightly. American Express 
Bank shareholders were paid $160 per 
share, original subscription price of the 
shares. 
’ Although seven important mergers 
have occurred in the history of the 
Chase, the number of former independ- 
ent institutions contained in the bank 
today is believed to be at least thirty, 
and probably forty. Its branch system 
is comprised of thirty-six offices in 
Greater New York, and foreign branches 
in London, Havana, Puerto Rico, 
Panama, Cristobal and Colon in the 
Canal Zone. It owns all the stock of 
The Chase Bank, a foreign banking com- 
pany, formed at the time of the Equit- 
able Trust merger to take over the assets 
of Equitable’s branch offices in Paris, 
France, and Mexico City. The Chase 
Bank now has branches in Hong Kong, 
Shanghai, and Tientsin, having ac- 
quired in 1931 the Equitable Eastern 
Banking Corp., formed by Equitable 
Trust in 1920, to handle its banking ac- 
tivities in the Far East. Since the Fed- 
eral Reserve Act was amended in 1918 
national banks have possessed full trust 
powers similar to those of any trust 
company, and today the trust depart- 
ment of the Chase National Bank is one 
of the largest in the country. Also 
owned is The Chase Safe Deposit Com- 
pany, with its thirty-three conveniently 
located safe-deposit vaults in' New York 
City. 

After approximately half a century 
in rented quarters, Chase built its own 
home, a 38-story structure of steel and 
stone, at Cedar, Nassau and Pine 
streets, which it occupied in August, 
1928. 

On September 30, 1936, the bank had 
total capital funds of $221,503,373 com- 
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First Home of the Williamsburgh Savings 

Bank, Brooklyn, N. Y. The bank’s quarters 

were in the basement of this church in what 
was then the village of Williamsburgh. 


posed as follows: Common _ stock, 
$100,270,000; surplus, $100,270,000; 
undivided profits, $20,963,373. De- 
posits were $2,290,888,855.27. 

At the present time the bank is 
headed by Winthrop W. Aldrich as 
chairman of the board of directors. 
H. Donald Campbell is president. 


THE WILLIAMSBURGH SAVINGS 
BANK, BROOKLYN, N. Y. 


THE development of the Williamsburgh 
Savings Bank since its founding in 
1851 has been one of steady and healthy 


progress. The original office on the 
opening day, June 9, 1851, occupied a 
part of the basement of a village church. 
The total value of the bank’s complete 
furnishings and equipment was $589.10 
and the clerical staff consisted of one 
trustee who served without pay. 

This was the beginning of an insti- 
tution which is today the largest of its 
kind in Brooklyn and the fourth largest 
in the United States. Today the bank 
owns Brooklyn’s largest office building. 

Six weeks after the opening there 
were 158 depositors and total deposits 
of $14,533.07. At that time a first 
mortgage loan had been made at the 
rate of 7 per cent. and $5000 had been 
invested in 6 per cent. bonds of the 
village of Williamsburgh. 

In 1854, after three years of opera- 
tion, the bank had outgrown its rented 
quarters and moved to its own build- 


ing at Bedford avenue and South Third 
street. Again in 1870 the increase of 


| business compelled the bank to seek 
| larger quarters. 
_ way and Briggs avenue was purchased 
| and a building was erected into which 


The corner of Broad- 


the bank moved in 1875. Additions 
were made to that building from time 
to time but in the late 1920’s it became 
evident that because of the bank’s ever- 


_ increasing number of customers, another 
. office in 
‘ Brooklyn was needed. 


the downtown section of 

After many surveys of various loca- 
tions, the present site at Hanson place 
and Flatbush avenue was chosen as the 
most suitable because practically every 
transit line in Brooklyn and the Long 
Island railroad are easily accessible 
from that point. 

Perhaps the most significant note in 
the growth of the bank has been the 
steady increase in the number of de- 
positors. Originally established to 
serve a small number of local wage- 
earners, the bank now has 165,000 de- 
positors mostly from Brooklyn, Long 
Island and Queens, but also represent- 
ing every state in the Union and many 
foreign countries. 


THE ROYAL BANK OF CANADA 


Tue Royal Bank of Canada started in 
Halifax in 1869 as a purely local or- 
ganization. Its capital was $300,000 
with a reserve fund of $20,000. By 
1895, having weathered several business 
depressions, the paid-up capital had in- 
creased to $1,500,000, while the reserve 
fund was $975,000 with total assets of 
approximately $10,000,000. 

Alive to the trade possibilities in the 
Caribbean, following the close of the 
Spanish-American War, the _ bank 
opened its first branch in Cuba in the 
city of Havana in 1899. This was the 
forerunner of approximately 80 
branches in Cuba, the West Indies and 
Central and South America. Later, 
branches were opened in New York, 
London, Eng., Paris and Barcelona. 

During the first three decades of the 
century a vigorous but conservative 
policy of expansion was followed by 
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The Royal Bank of Canada. The assets 
of The Union Bank of Halifax were 
purchased in 1910; of the Traders 
Bank of Canada in 1912; of The Quebec 
Bank in 1917; of the Northern Crown 
Bank in 1918; of the Bank of Central 
and South America in February, 1925; 
and of the Union Bank of Canada on 
September 1 of the same year. 

At the present time, the bank’s paid- 
up capital and reserve amounts to 
$55,000,000, with total assets of over 
$800,000,000. 641 branches are estab- 
lished in Canada with 82 in other coun- 
tries. 

M. W. Wilson is president; the gen- 
eral manager is S. G. Dobson. Both of 
these officers have grown up with the 
institution and in their hands an able 
administration is assured, 

The accompanying comparative state- 
ment shows the progress of the bank 
since its incorporation in 1869. 


COMPARATIVE STATEMENT 

Showing the Progress of the Royal Bank 

of Canada Since Incorporation in 1869 

Capital and Total 

Reserve Assets 
1869 $ 320,000 729,163 
1880 1,080,000 2,874,805 
1890 1,475,000 5,849,017 
1900 3,700,000 17,844,038 
1910 13,200,000 92,510,346 
1920 40,268,020 594,670,013 
1925 48,800,000 788,478,778 
1935 55,000,000 800,919,700 


Deposits 
$ 284,656 $ 
1,232,362 
3,277,606 
12,015,710 
72,079,607 
455,017,387 
641,677,535 
688,366,512 


NATIONAL BANK OF DETROIT 


In slightly more than three years the 
National Bank of Detroit has grown 
from a new bank to eighteenth place 
among the leading banks of the United 
States, setting a record undoubtedly 
without parallel in American history.* 
It is exceeded in size in the Middle West 
only by the Continental Illinois Na- 
tional Bank and Trust Company of 
Chicago. The National Bank of Detroit 
was opened on March 24, 1933. 

Two of the largest banks in Detroit 
were forced to close by the Government 
in the lowest period of the depression, 


“This history of the National Bank of 
Detroit was first published in the Michigan 
Investor. 


The original office in Halifax in 1869 
of the Royal Bank of Canada—then 
known as the Merchants Bank of Halifax. 


the banking holiday. With a large part 
of the community’s ready cash frozen in 
the closed banks, and the need for new 
blood in the veins of commerce most 
urgent, steps were taken to organize the 
National Bank of Detroit in codperation 
with the Government. The General 
Motors Corporation provided half of 
the capital of $25,000,000 and the 
United States Government the other half, 
giving the bank the distinction of being 
the first in which the Government pur- 
chased stock under the new system of 
banking. 

In a statement to the public Alfred P. 
Sloan, Jr., said that General Motors was 
actuated in the enterprise by a desire to 
furnish much-needed banking facilities 
in Detroit. He also explained that it 
would be owned and managed by De- 
troit people, and General Motors had 
no idea of controlling or dictating the 
policy of the bank. 

This was borne out when Walter S. 
McLucas, a Middle West banker with 
wide experience in country and metro- 
politan centers, was invited to become 
president. He resigned as chairman of 
the Commerce Trust Co. of Kansas City 
and immediately took hold of the new 
bank. James S. Inglis of Detroit was 
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WALTER S. McLUCAS 
President, National Bank of Detroit. 


named chairman of the board, and 
among the new directors were seven 


who had been identified with business 
and banking in Detroit for many years. 

Soon after President Roosevelt lifted 
the national banking moratorium the 
National Bank of Detroit made its ap- 
pearance in the list of banks that were 
to help restore the country’s financial 
stability. The particular goal of the 
National Bank of Detroit was to help 
Detroit regain its traditional position as 
the nation’s third largest manufacturing 
center. 

Before it was a month old the bank 
had a chance to make good its aim by 
purchasing and paying in cash for more 


than $131,000,000 worth of bond invest-: 


ments, commercial and collateral loans, 
real estate mortgages, and other assets 
of the two closed banks. This transac- 
tion made it possible for the conserva- 
tors to pay the depositors of the old 
banks an additional 30 per cent. of their 
impounded funds. 

No conditions were attached to the 
offer, but a gratifyingly large proportion 
of the cash so distributed was imme- 
diately redeposited in the National Bank 
of Detroit. It marked a stimulus to the 


growth of deposits by leaps and bounds 
which has not diminished to this day. 

Within a few days after the bank was 
opened the first commercial loan was 
negotiated, as evidence that the bank 
stood ready to assist its commercial cus- 
tomers as their credit needs increased 
with the expansion of business. Within 
seven weeks new deposits had jumped 
from $10,993, 733 on the opening day 
to $115,000,000, not including the funds 
the conservators of the closed banks had 
placed in the new bank. New accounts 
began opening at the rate of 350 a day. 

The first birthday of the bank saw a 
deposit total of $203,547,127, which 
was twenty-third in a list of thirty-eight 
American banks that had deposits over 
$100,000,000. On the second birthday 
deposits were $292,663,716, and 171,- 
121 people were customers of the bank. 

When the Government called for a 
statement of condition of all the coun- 
try’s banks as of December 31, 1934, 
the National Bank of Detroit was found 
to have attained nineteenth place with 
deposits of $277,231,547. It had gained 
$74,614,321 in resources during the year 
and led the state of Michigan in the 


J. H. BACHELLER 


President, Fidelity Union Trust Com- 
pany, Newark, N. J. 
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revival of public banking. Now it is 
eighteenth. 

Here is the step by step growth of 
the National Bank of Detroit: 


Number of 
Depositors 


549 


Deposit 
Total 
$ 10,993,733 
155,619,634 
163,503,396 
189,693,074 
203,547,127 
229,312,465 
240,078,243 
277,231,547 
292,663,716 
363,114,823 


March 24, 1933 

June 30, 1933 
October 25, 1933 ... 
December 30, 1933 .. 
March 5, 1934 

June 30, 1934 
October 17, 1934 .... 
December 31, 1934 .. 150,786 
March 22, 1985 .... 171,721 
March 4, 1936 ...... 204,000 


89,174 

96,211 
112,480 
135,835 
141,337 


On its third birthday, March 24, 1933, 
the National Bank of Detroit announced 
that during the past year it had made 
over 8000 loans for a total of $144,- 
000,000. The savings department han- 
dled over 2,500,000 deposits and over 
20,000,000 checks, which involved a sum 
in excess of $7,500,000,000. More than 
$60,000,000 in currency and coin is 
cleared through the tellers’ cages each 
month. 

Before coming to Detroit President 
McLucas had also made a notable rec- 
ord of accomplishment in metropolitan 
banking circles. He was not only the out- 
standing banker in the agricultural and 
trade area which centered around Kan- 
sas City, Mo., but was an important fac- 
tor in the building up of the great farm- 
ing and industrial empire which com- 
prises the new Southwest. His advice 
and counsel has been sought and heeded 
not only in the larger financial centers 
but by the Federal Reserve Board in 
Washington, in his capacity as a mem- 
ber of the Federal Advisory Council of 
the Tenth Federal Reserve District. 


FIDELITY UNION TRUST COMPANY, 
NEWARK, N. J. 


OrcanizepD in February, 1887, as the 
Fidelity Title and Deposit Company 
with a paid in capital of $250,000, the 
Fidelity Union Trust Company, Newark, 
N. J., is the largest bank in New Jersey 
and ranks forty-first among the banking 
institutions of the country. 

_ The company’s charter permitted the 
institution to do a general banking busi- 
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ness as well as the work of a trust de- 
partment and its early activities were 
along the lines of its name, offering safe 
deposit facilities together with the man- 
agement of estates and trust funds. 

In 1898 the name was changed to the 
Fidelity Trust Company. During this 
period Uzal H. McCarter, later to be- 
come well known throughout the state 
as a leader in financial circles, became 
associated with the company. Mr. Mc- 
Carter was a dominating influence in 
the bank’s affairs for a period of over 
forty years, succeeding to the presidency 
in 1904 and continuing in that capacity 
until his death in 1931. 

With the growth of Newark greater 
demands for financing on a large scale 
had already started the consolidation of 
a number of banking interests. The 
Second National Bank, German National 
Bank and the State Banking Company 
joined to meet these needs, and in Sep- 
tember, 1901, opened as the Union Na- 
tional Bank. The merger brought to 
the fore as president of that company 
William Scheerer, who had started his 
banking career in 1874 with the State 
Trust Company, a predecessor to the 
State Banking Company. 

The Union National Bank and the 
Fidelity Trust Company were merged in 
1920. When Mr. Scheerer retired as 
chairman of the board of the Fidelity 
Union Trust Company he had com- 
pleted fifty-nine years’ service in one 
bank. He is still active as a director. 

The history of the Fidelity Trust Com- 
pany and Union National Bank were 
closely allied through a mutuality of 
directors and officers, and it was logical 
for these two institutions to merge. The 
Fidelity had emphasized its trust work 
and the Union National was one of the 
leading commercial banks in regard to 
number and size of accounts. The new 
bank immediately became the largest in 
the state, a position it has strengthened 
and still holds today. 

Throughout the years to 1920 the pred- 
ecessor banks had developed a policy 
of state-wide affiliated banks, these 
banks being located in New Brunswick, 
Newton, Elizabeth and East Orange. In 
1924 its expansion policy changed. It 
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SIR JOHN AIRD 


President since 1924 of The Canadian 
Bank of Commerce. 


disposed of the control of all but the 


Essex County Trust Company in East 
Orange and began to prepare for branch 


banking within a municipality. Two 
small neighborhood banks were char- 
tered in Newark, known as the North 
End Trust Company and Citizens Na- 
tional Bank, and controlled by the bank 
through its directors. The subsequent 
year control was obtained of the City 
Trust Company and the American Na- 
tional Bank and in 1927 these institu- 
tions, together with the Ironbound Trust 
Company, of which J. H. Bacheller had 
been president for twenty years, were 
merged to become branches of the 
Fidelity Union Trust Company. Mr. 
Bacheller became senior vice-president 
of the enlarged bank. Upon the death 
of Uzal H. McCarter, Mr. Bacheller suc- 
ceeded to the presidency. When Mr. 
Scheerer retired in 1933 the McCarter 
influence continued with the election of 
Thomas N. McCarter, president of the 
Public Service Corporation of New Jer- 
sey, as chairman of the board. 

In 1930 the North Ward National, 
organized in 1873, and the Equitable 
Trust Company, established in 1927, 


were merged through an exchange of 
stock. The latest acquisition, which 
took place in September, 1935, was the 
consolidation of the Essex County Trust 
Company in East Orange as a branch 
office. 

Today the Fidelity Union is serving 
more than 150,000 customers. Its assets 
as of June 30, 1936, were approximately 
$162,000,000, with capital, surplus and 
undivided profits of $14,980,522.66, 
The bank has been a dominating influ- 
ence in the economic life of Newark and 
the state, and many of its directors are 
leaders in the social, civic and business 
life of the community. 


THE CANADIAN BANK OF 
COMMERCE 


FounpeD in April, 1867, on the eve of 
the confederation of the Canadian 
provinces into the Dominion of Canada, 
The Canadian Bank of Commerce was 
the outcome of a movement among the 
merchants and business men of the 
upper province (now Ontario) to have 
a commercial bank of their own which 
would finance adequately their growing 
trade and industry. The head office was 
opened in Toronto in May, with 
branches in three other towns, and in 
the next few years its system of branches 
expanded to cover many trading centers 
in Western Ontario and to reach out to 
Montreal and New York, the agency in 
the latter city being established in 1872. 

The early progress of the new bank 
was largely due to the initiative and 
character of its first president, the Hon. 
William McMaster, a member of the 
Senate of Canada since its inception, 
one of the foremost legislators of the 
first general Bank Act in 1870 and the 
negotiator of the first of several amalga- 
mations of other banks with his own 
institution. In 1870 the Gore Bank of 
Hamilton, founded in 1836, was pur- 
chased by The Canadian Bank of Com- 
merce, which continued in the next few 
years to extend its business in its native 
province and to consolidate its position 
by opening further branches in Toronto 
and Montreal. For a time, also, agen- 
cies were maintained as far afield as 
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New Orleans, to serve the Wheat Ex- lands in the United States was taken up 
change and to finance cotton shipments. in 1901 and immigration began on a 

In 1893 the bank entered the western _ large scale to the Canadian Prairies, Sir 
field with the establishment of an office John Aird, president of the bank since 
in Winnipeg. Five years later, at the 1924 but at that time manager of its 
height of the Yukon gold rush, it sent Winnipeg office, was instrumental in es- 
two parties over the perilous and adven- _tablishing branches on the most fertile 
turous trail to establish a branch at _ sections of the prairies; between 1902 
Dawson City. That same year branches and 1914 about 140 branches were 
were opened at Vancouver and other opened between the Rockies and the 
points in British Columbia, and two Great Lakes, in addition to expansion 
years later in Seattle; in 1901 its sys- on either side of this area. Meanwhile 
tem on the Pacific Coast was rounded three amalgamations took place in the 
out by its acquisition of the assets of the _ east, the first of which in 1903 brought 
Bank of British Columbia, founded in _ the Halifax Banking Company, founded 
1862 as a result of the Cariboo gold in 1825, into the family of The Canadian 
rush, from which amalgamation the Bank of Commerce; the second in 1906, 
bank obtained offices in San Francisco the Merchants Bank in Prince Edward 
and Portland, Ore., as well as through- Island, founded in 1871; and the third 
out British Columbia and one in Lon- in 1912 the very important Eastern 
don, England, namely the head office of Townships Bank, founded in 1859 to 
the merged bank. serve the English-speaking colonists of 

The first few years of the present Southern Quebec. The branch opened 
century witnessed an expansion of the at Cobalt in 1905 was the first of a 
bank’s branch system in two directions score or more branches opened from 
—on the Western Prairies and in East- time to time in the rich mining fields of 
ern Canada. When the last of the free Northern Ontario and Quebec; for the 
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The First Head Office of The Canadian Bank of Commerce, Toronto. The building is 
still standing and is now used as an office building. 
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The present Head Office building of the 

Canadian Bank of Commerce, erected 

on the site of the second Head Office 
Building. 


first few years these mining branches in 
Ontario were under the supervision of 
S. H. Logan, general manager of the 
bank since 1926. 

The Great War, in which 1700 mem- 
bers of the bank’s staff enlisted, brought 
a temporary cessation to the bank’s ex- 
pansion, but this continued in the im- 
mediate post-war years, with the estab- 
lishment of further branches in the West, 
as also in Havana and the West Indies. 
In 1924 the Bank of Hamilton (founded 
in 1872) and in 1928 The Standard 
Bank of Canada (an amalgamation of 
three institutions) were merged with the 
bank, greatly increasing its representa- 
tion in Ontario and the West. Since that 
time the tendency has been to consoli- 
date rather than to expand, although 
advantage is taken of new developments 
throughout Canada, especially in the 
mining field. In 1931 the bank occupied 
its new head office building, which is a 
landmark for many miles around. At 
this date its branches in Canada and 
abroad number about 600. With paid- 
up capital and reserves of $50,000,000, 
it has today assets of over $600,000,000. 


COMMERCE TRUST COMPANY 
KANSAS CITY, MISSOURI 


SEVENTY-ONE years ago, or a little 
longer than that, to be exact, in April 
of 1865, some energetic business men of 
Kansas City formed the Kansas City 
Savings Association, modestly capital- 
ized at $20,000, which was increased to 
$50,000 in 1878. From the first the 
new bank prospered, its deposits in- 
creasing fifty per cent. within six 
months after its establishment. 

In 1882 it was thought advisable to 
obtain a new charter that would more 
accurately represent the commercial 
character into which the bank was de- 
veloping, and under this charter the 
bank became the Bank of Commerce, 
with capital of $200,000. On August 
10, 1887, it became the National Bank 
of Commerce, the capital being later 
raised to $2,000,000. During this 
period of the bank’s history two banks 
—the Midland National and Metro- 
politan National—were purchased. 

The history of the Commerce Trust 


Company proper really began in 1906, 
when Dr. W. S. Woods, who had be- 
come president of the Commerce Bank 
in 1881, conceived the plan of organ- 
izing a trust company and building a 
home for it and the National Bank of 


Commerce. The Commerce Trust Com- 
pany began business October 1, 1906. 
On November 21, 1908, the Union 
National Bank was purchased, and F. P. 
Neal, who had been one of its officers, 
organized the Southwest National Bank 
which, in 1912, was combined with the 
National Bank of Commerce, the name 
becoming Southwest National Bank of 
Commerce. In 1917 an agreement was 
entered into for the purchase of the 
stock and business of the Commerce 
Trust Company by the National Bank 
of Commerce, the business of the two 
institutions to be continued separately. 
On March 15, 1921, the two institutions 
were combined under the present title 
of Commerce Trust Company. In No- 
vember of that year the business of the 
Midwest Reserve Trust Company was 
taken over, and in 1923 that of the 
Continental Bank & Trust Company. 
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The first home of the Broad Street 
National Bank, Trenton, N. J. 


In March, 1908, the new building was 
completed and occupied. 


W. S. McLucas, who had been a vice- 
president of the bank since 1915, be- 
came president the following year. 
Later Mr. McLucas went to the National 
City Bank of New York as vice-presi- 
dent, but in the autumn of 1922 he was 
prevailed on to return to Kansas City 
as president and executive head of the 
bank. He resigned in April, 1933, to 
become president of the newly organ- 
ized National Bank of Detroit. 

W. T. Kemper, who had long been 
prominently identified with the Com- 
merce Trust Company, disposed of his 
entire interest, in January, 1917, but at 
the request of the directors he returned 
and became chairman of the boards of 
both banks. But in October, 1922, Mr. 
Kemper disposed of his stock in the 
Commerce Trust Company, and retired 
as an officer. When, however, Mr. Mc- 
Lucas resigned to go to Detroit, the di- 
rectors prevailed upon him to return to 
the bank as chairman. Since that time. 
under his regime, with his son James M. 
Kemper continuing as president, the 
bank has made its most phenomenal 
growth. Deposits exceed $180,000,000 
m a city of 400,000. 


449 


THE BROAD STREET NATIONAL 
BANK OF TRENTON, N. J. 


MopEstT and unpretentious was the be- 
ginning of The Broad Street National 
Bank of Trenton. The organization was 
effected May 5, 1887, and two weeks 
later authority was granted by the 
Comptroller of the Currency to begin 
business June 1. On that day the first 
business of the bank was transacted in 
a room in a little store at 188 South 
Broad street which was temporarily oc- 
cupied pending the erection of its own 
building at 201 and 203 South Broad 
street. The capital stock of the bank 
at the time of its organization was $100,- 
000. This capital was soon found in- 
adequate and it was increased to $250,- 
000 on July 26, 1889. The bank paid 
its first dividend on January 15, 1889, 
and has maintained an unbroken divi- 
dend record to date. 

For nearly a year and a half the 
bank continued to use the little store 
room as its business place until Novem- 
ber 19, 1888, when it moved into the 
new building that had been completed 
a few days previous. The first Broad 
Street National Bank building was con- 


The present home of the Broad Stree 
National Bank, Trenton, N. J. °° 
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sidered a fine, up-to-date structure, suf- 
ficient in size and adequate in equip- 
ment to meet the necessities of the or- 
ganization but so rapidly had the busi- 
ness developed that within a few years 
the directors were compelled to find 
more commodious quarters. The growth 
of the bank from the first day it opened 
its doors had been remarkable, and in 
1900 the building on South Broad street 
that had been planned as a permanent 
home was abandoned to take possession 
of a magnificent fire-proof banking and 
office building at East State and Mont- 
gomery streets. 

After much consideration the direc- 
tors had purchased the ground and 
adopied plans for the most up-to-date 
structure that money could secure. This 
was the first large office building that 
had been erected in the city and many 
grave doubts were expressed as to the 
advisability of the action of the direc- 
tors. However, all doubts were set at 


rest and the wisdom of the directors 
made apparent when within a com- 
paratively short time after the comple- 


tion of the building the offices were all 
occupied and the elaborate accommoda- 
tions provided for the bank were once 
more outgrown. 

Great as had been the development 
of The Broad Street National Bank of 
Trenton prior to the time it moved 
from its first home on South Broad 
street, that period of its success lost its 
brilliancy when compared with the far 
greater advancement that followed the 
removal to the new building. Every 
department of the bank grew—the sav- 
ings deposits had reached practically 
$1,000,000 and had to be handled 
through one small window. There was 
a general demand for safe deposit vaults 
and a women’s department neither of 
which had been provided for. The only 
solution of the problem the directors 
were forced to face seemed to be to 
secure more room. Using a lot fifty 
feet wide on the westerly side of the 
bank a new office building was erected 
with the whole lower floor used for the 
banking room. Again in 1922 another 
large eight story addition was built to 
secure more office space but the bank- 


THE BANKERS MAGAZINE 


ing floor was not extended to this part 
of the building. 

The deposit growth of the bank was 
as follows: 
June 1, 1887 
June 1, 1890 
June 1, 
June 1, 
June 1, 

1, 
1, 


22,090 
326,590 
1,010,683 
2,187,425 
7,019,058 
11,844,263 
12,768,503 


June 
June 


George A. Katzenbach, president of 
The Broad Street National Bank of 
Trenton, entered the employ of the bank 
as a clerk in 1890 and worked up 
through various capacities until he was 
elected an assistant cashier in 1910. In 
1920 he was elected cashier and in 1921 
upon the death of Henry C. Moore he 
was made president, which office he has 
held while seeing the bank make its 
most rapid growth. 


NORTHWESTERN NATIONAL BANK 
AND TRUST COMPANY 


It was in 1872, when the City of Min- 
neapolis was about five years old, that 
a small group of early settlers met to 
organize a bank—one that would pro- 
vide absolute safety and be a construc- 
tive factor in building up the entire 
Northwest. This was long before the 
age of automobiles and air transporta- 
tion. Prairie schooners were still a 
familiar sight on the streets of Minne- 
apolis, yet these pioneer men of vision 
were thinking ahead in terms of rail- 
road, industrial and public utility de- 
velopment. Dorilus Morrision, first 
mayor of Minneapolis, became the first 
president of this frontier bank which 
was to be known as the Northwestern 
National Bank. He took an active part 
in the development of water power at 
St. Anthony Falls and was prominently 
identified with the construction of the 
Northern Pacific Railway. 

Henry T. Welles, who served as 
president from 1875 to 1887, was first 
mayor of St. Anthony and active in 
bringing about its union with Minne- 
apolis. Samuel A. Harris, banker and 
later a member of the firm of F. H. 
Peavey & Company, was the third presi- 
dent. George A. Pillsbury, a member 
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of the pioneer milling firm, Charles A. 
Pillsbury & Company, the fourth presi- 
dent of the Northwestern National 
Bank, was president of the city’s first 
electric light plant, president of the 
Chamber of Commerce and mayor of 
the city in 1884. James W. Raymond, 
at one time president of the National 
Bank of Commerce, which consolidated 
with the Northwestern, served as presi- 
dent from 1898 to 1903. William H. 
Dunwoody, who founded the Dunwoody 
Industrial Institute and served as presi- 
dent of Washburn Crosby Company, be- 
came president of the bank in 1903. 
Edward W. Decker, native of Minne- 
sota, entered the bank as a messenger 
in 1887. His parents had come from 
Maine in a covered wagon, settling on 
a farm near Austin, Minnesota. In 
recent years this farm, hallowed with 
association of pioneer days, was given 
to the city of Austin as an air port. 
Mr. Decker was elected president in 
1912 and served continuously until his 
retirement in 1934. Upon the retire- 
ment of Mr. Decker, Theodore Wold, 


vice-president and former governor of 


the Federal Reserve Bank of Minne- 


apolis, was elected president. Mr. 
Wold, for a number of years, has been 
a member of the Federal Reserve Ad- 
visory Board in Washington. 

The Minnesota Loan and Trust Com- 
pany, the oldest trust company in the 
Northwest, was organized in 1883, and 
became affiliated with the Northwestern 
National Bank in 1909. An outstand- 
ing figure in its years of successful 
growth is William A. Durst, president. 
Born in Monroe, Wisconsin, Mr. Durst 
started with the trust company as a 
bookkeeper in 1889. He was elected 
president in 1918. Mr. Durst and the 
trust company were actively identified 
with early corporate financing and have 
taken a leading part in financing op- 
erations of the Northwest for nearly a 
half century. On January 2, 1934, the 
Minnesota Loan and Trust Company 
and Northwestern National Bank were 
consolidated under the name of North- 
western National Bank and Trust Com- 
pany with their common capitals of 
$5,000,000. Upon consolidation of 


THEODORE WOLD 


President, Northwestern National 
Bank and Trust Company, Minne- 
apolis, Minn. 


these two institutions, Mr. Durst was 
elected chairman of the Executive Com- 
mittee of the consolidated bank. 

In the early part of 1930 these in- 
stitutions had moved into their new six 
million dollar home on Marquette Ave- 
nue in Minneapolis. Northwestern Na- 
tional Bank and Trust Company, with 
present deposits of $118,369,595, is the 
largest unit in the Northwest Bancor- 
poration group. Loans and discounts 
of the Northwestern as at June 30, 
1936, showed a gain of $5,134,324 over 
the previous year which is the largest 
gain made by any individual bank in 
the Northwest. It was in 1929 that 
Northwest Bancorporation was organ- 
ized to acquire controlling interests in 
banks and trust companies and was built 
around the Northwestern National Bank 
and Trust Company of Minneapolis. At 
present there are 97 banks operating 
with 18 branches in this group. 


THE BANKING HOUSE OF BUTTER- 
FIELD OF BERMUDA 

THIs is an old and historically inter- 

esting institution whose records show 

that it existed prior to 1810. 
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The present bank is in possession of 
drafts drawn on Nathaniel T. Butter- 
field & Company in favor of third 
patties, the dates of which establish the 
above dates beyond any doubt. 

The elder Butterfield dealt principally 
in ‘the purchase and sale of bills and 
in the writing of bottomry and other 
bonds. 

In 1858 he took into partnership 
with him his son, Nathaniel Augustus 
Butterfield, and a definite banking house 
was established. Many of the principal 
merchants of Bermuda left their funds 
on deposit with N. T. Butterfield & Son, 
and used the credit of that firm, which 
was held very high, for the negotiation 
of their mercantile business in the West 
Indies, London, New York and Halifax 
by means of drafts and commercial 
bills. 

On the death of the elder Butterfield, 
the son took into partnership with him 
several of his principal clients, and the 
firm was carried on until 1904 as a 
private banking house, still under the 
same name and with Mr. Butterfield 
holding a controlling interest. 

In 1904 it was deemed advisable to 
enlarge the activities of the concern, 
and it was, therefore, incorporated un- 
der the name of The Bank of N. T. But- 
terfield & Son, Limited. New share- 
holders were taken in, representing, as 
far as possible, the then good clients of 
the institution. The Hon. N. A. Butter- 
field retained a large block of stock 
(but not a controlling interest) and be- 
came chairman of the board of direc- 
tors. His son, H. D. Butterfield, was 
appointed manager of the bank at this 
time, a position which he still holds 
after nearly fifty years of continuous 
service in the institution. The present 
manager’s son has been active in the 
affairs of the house for the past thirteen 
years, and there is every prospect that 
one or more of his sons will be enter- 
ing its service in the not far distant 
future. It is seldom in the Western 
Hemisphere that one finds the destinies 
of a bank guided decade after decade 
by successive generations of the same 
family. 

The number of the bank’s clients has 
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continued to increase over the years, 
and on two occasions since its incor- 
poration the capital has been increased 
in order that its principal clients could 
also hold a proprietory interest in the 
institution. The shares are now very 
widely distributed, in small holdings, 
throughout the Bermuda business com- 
munity. 

Butterfield Bank is now well known 
to many of the banking fraternity in 
London, New York and Montreal. Its 
present very sound position, resulting 
from continued conservative manage- 
ment, is the envy of many of its larger 
but less fortunate friends. 

A few figures showing the steady 
growth of this institution may be of 


interest. 

1905 1919 1936 

Deposits £54,000 £167,000 £ 975,000 
Cash in hand and 

in other banks 29,000 
Investments out- 

side of Bermuda 12,000 

Total assets .... 61,000 


- 


71,000 447,000 


4,000 167,000 
207,000 1,123,000 


The present capital of the bank is 


£40,000 with reserves and undivided 
profits of £150,000. The present bank 
building is of the most up-to-date con- 
struction and is fitted with four vaults 
and other equipment of the most mod- 
ern design. 


THE CLEVELAND TRUST 
COMPANY 


THE Cleveland Trust Company, at the 
close of 41 years of service has 1850 
employes, and 54 banking offices, all 
of which are larger than the original 
bank in 1895. The main office oc- 
cupies a solid block of buildings on 
East 9th street from one thoroughfare 
to the next. Resources are over $335,- 
000,000; capital structure over $31,- 
000,000. The bank has on its books 
more than 590,000 savings and com- 
mercial deposit accounts and a large 
volume of trust business, and ranks 
among the first score of banks in the 
country in total resources, being the 
largest banking institution in the Fourth 
Federal Reserve District. Harris Creech 
is president. 





Euclid Avenue, Cleveland, in 1895. 


Photo taken from the files of the 


Cleveland Trust Company. 


The bank was originated in 1894 by 
three young Cleveland men, all of 
whom have since made their mark na- 
tionally. They were Harry A. Garfield, 


oldest son of President James A. Gar- 


field and later president of Williams 
College for many years; Charles L. 
Pack, operator of timber lands, now 


HARRIS CREECH 
President, Cleveland Trust Company. 


president of the American Tree Asso- 
ciation and residing in Lakewood, 
N. J.; and Amos B. McNairy, indus- 
trialist, now retired. 

1894 was one of the years in which 
“times were hard” and the organizers 
moved with caution. Slowly, but surely, 
a list of 125 stockholders was completed 
within a year, no one holding more 


than 150 shares. 


On September 10, 1895, The Cleve- 
land Trust Company opened its doors 
with J. G. W. Cowles as first president, 
and H. A. Sherwin (of the Sherwin- 
Williams Company), H. A. Garfield 
and A. B. McNairy, vice-presidents. 
Mr. Pack was chairman of the executive 
committee for many years. 


The Cleveland Trust system of branch 
banking had its inception January 17, 
1903, when stockholders ratified a mer- 
ger of the Cleveland Trust Company 
and the Western Reserve Trust Com- 
pany. Calvary Morris became the 
president at the time of this merger. 

In June, 1908, F. H. Goff was named 
president. Mr. Goff originated the 
bank’s famed “four unusual safeguards 
—directors who direct (meeting twice 
weekly), no loans to directors or offi- 
cers, joint control of securities, and 
continuous daily audit.” Mr. Goff was 
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also later the originator of the Cleve- 
land Foundation, under which property 
given for charitable and educational 
purposes is administered by Cleveland 
trust companies, and the income or prin- 
cipal distributed by a Foundation Com- 
mittee whose appointment insures con- 
tinuing representation of the public in- 
terest by able citizens. The Foundation 
model has since been adopted by nearly 
100 communities all over the United 
States. 

The Cleveland Trust was the first 
state bank or trust company in the city 
to enter the Federal Reserve System in 
1917, only one small bank in the 
Fourth Federal Reserve District pre- 
ceding it in affiliation with the Federal 
Reserve Bank of Cleveland. With its 
entrance, The Cleveland Trust Com- 
pany added commercial banking and 
discount loans to its original functions 
of savings bank and trust company. 
Since that time, the bank has used its 
increasing deposits to provide loan ac- 
commodations not only to local but to 
national industrial and commercial or- 
ganizations. 

The Garfield and Lake Shore banks, 
both substantial institutions, were 
merged with The Cleveland Trust 
Company in 1922, and Harris Creech 
succeeded Mr. Goff as president upon 
the latter’s death in 1923. Since that 
time under Mr. Creech, the bank’s re- 
sources have increased more than $100,- 
000,000. The Pearl Street Bank was 
acquired in 1929. 

The company has always specialized 
in mortgage loans to home owners and 
for many years its annual volume of 
such loans has exceeded that of any 
other loaning institution in the state. 

After the Lorain tornado several 
years ago, President Creech was the 
author of a plan by which 500 Ohio 
banks joined in furnishing $1,000,000 
in loans to rebuild wrecked homes in 
the damaged area, through an issue of 
low-interest debenture notes. 

Mr. Goff epitomized the spirit of the 
bank when he said in 1920: “Those of 
us whose hearts and hands have sought 
to serve this institution, have seen the 
years translate into reality, the reso- 
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lution that it should be not only the 
servant of its stockholders, but a soldier 
of the commonwealth; not merely a 
counting house, but a people’s bank. 
We have found that the larger outlook 
and broader endeavor do not mean the 
sacrifice of profits even measured by 
dollars. We have learned that the ef- 
forts to render real and lasting service 
to the city bring gains no dollar sign 
may measure.” 

In April, 1936, President Creech re- 
ceived a medal and citation from the 
Cleveland Chamber of Commerce “for 
services of vital significance during the 
banking crisis and immediately there- 
after, which he rendered unobtrusively 
but effectively for all the citizens of 
Cleveland, and for other public serv- 
ices,” 


THE NEW YORK TRUST COMPANY 


THE history of The New York Trust 
Company reflects steady growth and a 
conservative banking policy. As con- 


stituted today, the institution is the re- 


sult of the consolidation of the New 
York Security and Trust Company, the 
Continental Trust Company of the City 
of New York, and the Liberty National 
Bank of New York. The present cor- 
porate title, The New York Trust Com- 
pany, was adopted on March 1, 1905, 
following the consolidation of the first 
two named companies. 

The New York Security and Trust 
Company, the oldest company of the 
group, was organized in the year 1889. 
The original capital was $1,000,000, 
and the surplus $500,000. Outstanding 
men in the list of incorporators in- 
cluded James J. Hill, James Stillman, 
William Tillinghast and William 
Woodward, Jr. Charles S. Fairchild, 
Secretary of the Treasury during Presi- 
dent Cleveland’s administration, was its 
first president. 

The Continental Trust Company of 
the City of New York was organized in 
the year 1890, with an original capital 
of $500,000, and a surplus of $250,- 
000. Among the directors in the early 
years of this company’s existence were 
J. C. Havemeyer, William Alexander 
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Smith, Robert Olyphant, William F. 
Cochran and Oliver Harriman, Jr. 
Henry A. Oakley was the company’s 
first president, although Otto T. Ban- 
nard succeeded him in the year 1893, 
and remained as president until this 
company was consolidated with the New 
York Security and Trust Company. 
The Liberty National Bank of New 
York was organized in the year 1891. 
The original capital of this bank was 
$500,000. No surplus was created at 
the time of incorporation. The first 
board of directors included George F. 
Baker, Henry Graves, Garrett A. Hobart 
and J. Rogers Maxwell. Henry C. 
Tinker was the first president. Henry 
P. Davison became associated with the 
bank in the year 1894, and later became 
its second president. Subsequent presi- 


dents were Edmund C. Converse, Fred- 
erick (C. Schenck, Seward Prosser, 
Thomas Cochran and Harvey D. Gibson. 

The Scandinavian Trust Company of 
New York, incorporated in the year 
1917 to carry on a general trust and 
banking 


business, particularly with 
Scandinavian countries, was acquired 
by the Liberty National Bank in 
August, 1919. 

Upon the adoption in 1905 of the 
title, The New York Trust Company, 
the board of trustees was greatly en- 
larged and included the following mem- 
bers: John J. Mitchell, Charles W. 
Harkness, F. N. Hoffstot, Frederick B. 
Jennings, Robert W. DeForest, Gordon 
MacDonald, Charles Parsons, P. A. Val- 
entine, Edmund D. Randolph, James J. 
Hill, E. Parmelee Prentice, B. Aymar 
Sands, Woodbury Langden, John S. 
Phipps, John B. Dennis, Marshall Field, 
John A. McCall, John W. Sterling, 
Otto T. Bannard, George W. Perkins, 
Charles S. Fairchild, James Stillman, 
Norman B. Ream, James A. Blair. , 

Other distinguished men who subse- 
quently served as trustees were Elbert 
H. Gary, Arthur Curtiss James, Myles 
Tierney, Joseph P. Grace, Ernst Thal- 
man, John Henry Hammond and Clar- 
ence M. Wooley. 

Shortly after the consolidation, Mr. 
Fairchild became chairman of the board 
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of trustees, and Otto T. Bannard suc- 
ceeded him as president, which office 
he continued to hold until the year 
1916 when Mortimer N. Buckner be- 
came its president. 


The New York Trust Company and 
the Liberty National Bank of New York 
were consolidated April 1, 1921, and 
the corporate name, The New York 
Trust Company, retained. This was 
one of the most important banking con- 
solidations effected up to that time as 
both companies had expanded the scope 
and volume of business to a_ point 
where their consolidated assets and re- 
sources were of considerable magni- 
tude. The capital following the consoli- 
dation was $10,000,000, made up of 
$3,000,000 outstanding shares of The 
New York Trust Company, a $2,000,- 
000 stock dividend issued to the stock- 
holders of The New York Trust Com- 
pany, and $5,000,000 representing the 
outstanding shares of the Liberty Na- 
tional Bank of New York; surplus and 
undivided profits amounted to $26,000,- 
000, and total resources to $197,367,- 
000. The officers of the consolidated 
companies were selected from both in- 
stitutions. Otto T. Bannard became 
chairman of the advisory committee; 
Mortimer N. Buckner, president of The 
New York Trust Company just prior 
to consolidation, chairman of the board 
of trustees, and Harvey D. Gibson, the 
last president of the Liberty National 
Bank of New York, president. Artemus 
L. Gates became president in the year 
1929. 

The main office and each of the up- 
town offices have complete commercial 
banking and trust facilities. A large 
foreign division, with banking corre- 
spondents throughout the world, is 
maintained. 

Conservative and prominent men 
sponsored each of the institutions con- 
solidated to form the present company. 
Conservative policies have also been 
followed in more recent years, resulting 
in an institution which, throughout its 
whole history, has maintained an un- 
varying reputation for strength and re- 
liability. 
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THE BROOKLYN TRUST COMPANY 


THE Brooklyn Trust Company came 
into existence in a time of great eco- 
nomic disturbance. The Civil War had 
left the United States in a critical con- 
dition both politically and financially. 

On April 14, 1866, exactly one year 
after the assassination of Abraham Lin- 
coln, the New York State Legislature 
passed a special act incorporating the 
Brooklyn Trust Company in response 
to an urgent demand in Brooklyn for 
a banking institution which could act 
as executor or trustee (a novelty in those 
days), and the corporate existence of 
the company began. Business actually 
commenced in June, 1868, in offices lo- 
cated at the corner of Court and Jorale- 
mon streets. 


The original incorporators were 


J. Carson Brevoort, Daniel Chauncey, 
Dr. Henry J. Cullen, Daniel F. Fernald, 
Jasper W. Gilbert, William M. Harris, 
William B. Lewis, Alexander McCue, 
Henry E. Pierrepont, John H. Prentice, 
John T. Runcie, Cornelius J. Sprague, 
William Wall, James Weaver, and Al- 


fred M. Wood. The descendants of 
some of the original incorporators and 
others who joined the board of trustees 
during the first few years are still ac- 
tive in the management of the company. 

Under such adverse economic condi- 
tions as existed at the time, its early 
growth was slow. By the end of the 
first decade, however, deposits amounted 
to $1,625,594. Original capital of 
$150,000 had been increased to $400,- 
000 by 1881, when, at the age of fifteen 
years, the institution was well “on its 
feet.” This is borne out by the fact 
that dividends on its capital stock have 
been paid each year from 1879 to the 
present time. 

Growth of the Brooklyn Trust Com- 
pany in the years which followed is il- 
lustrated by the various capital in- 
creases shown in the table below: 

Capital Increase 
to $ 600,000 
to 1,000,000 
to 1,500,000 
to 2,000,000 
to 2,080,000 
to 8,000,000 
to 8,200,000 


Branch development, which has 
played such an important part ift the 
company’s growth, began in March, 
1903, when an office was opened at Ful- 
ton street and Bedford avenue, Brook- 
lyn, for the convenience of residents of 
the Bedford district. In May, 1907, the 
company opened a Manhattan office at 
the corner of Wall street and Broad- 
way. In January, 1913, the Long Island 
Loan and Trust Company was absorbed 
in a merger and in July of the same 
year Edwin P. Maynard was elected 
president of the company. 

Meanwhile deposits had been mount- 
ing, and on April 1, 1916, reached the 
total of $37,272,209. In 1921 a branch 
was opened at Fifth avenue and Seventy- 
fifth street, in the Bay Ridge section of 
Brooklyn, and in 1926 the Flatbush 
office, at Church and Ocean avenues, 
was opened. 

On December 1, 1927, Mr. Maynard 
became chairman of the board of trus- 
tees and George V. McLaughlin, former 
New York State Superintendent of Banks 
and subsequently Police Commissioner 
of New York City, was elected president. 
The succeeding three years have marked 
the greatest growth in the company’s 
history. In January, 1928, the Bank 
of Coney Island was absorbed in 
merger, while in February, 1929, the 
Mechanics Bank, one of the largest and 
oldest commercial banking institutions 
in Brooklyn, was consolidated with the 
Brooklyn Trust Company. Harry M. 
DeMott, president of the Mechanics 
Bank, became vice-chairman of the 
board of trustees of the Brooklyn Trust 
Company. In January, 1930, the Guard- 
ian National Bank of Brooklyn and 
the State Bank of Richmond County, 
Port Richmond, Staten Island, were 
merged. 

These mergers added sixteen branch 
offices to the company’s system. Inde- 
pendently of the new offices acquired 
in mergers, the company established ten 
additional branches in various growing 
sections of Brooklyn and Queens dur- 
ing 1929 and 1930, bringing the total 
number of offices operated to thirty-one 
at the end of the latter year. Of these 
new branches, four have been merged 
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subsequently with other neighboring 
ofices of the company. 

The growth and progress of the com- 
pany is perhaps best shown by the rise 
in its deposits over the past 55 years. 
Figures were as follows: 


Date 


April 1, 
April 1, 
April 1, 
April 1, 
April 1, 


Deposits 


$ 1,625,594 
7,445,048 
9,223,942 
15,894,497 

37,272,209 

Dec. 31, 32,649,057 

Dec. 31, 30,996,080 
31, 1918 39,109,348 
31, 19% $4,443,857 
, $1, 19 $4,177,067 
», B31, 192% 42,340,971 
31, 195 41,335,874 
», $1, 19% 50,191,177 
. 31, 192% 50,222,242 
. 31, 1926 55,580,576 
. 31, 19% 66,101,512 
31, 19% 74,336,113 

119,166,189 

131,883,043 

¢ 116,774,588 
1932 Racist cae 113,286,337 

93,098,487 

99,025,939 

113,289,797 


1 934 


The trust business of the company 
has also grown steadily, and, while fig- 
ures are not published, is understood to 
be larger than its banking business in 
total value of assets. 


457 


THE PENNSYLVANIA COMPANY 


RIcH in a tradition of conservative man- 
agement going back 124 years—that in 
its most condensed form is today’s The 
Pennsylvania Company for Insurances 
on Lives and Granting Annuities, Phila- 
delphia. 

A far cry indeed from that early day 
in December, 1809, when the Merchants 
Coffee House and Exchange, informal 
business and financial exchange at the 
time, was the scene of a gathering of 
notables intent on setting up an enter- 
prise devoted to the writing of insur- 
ances on lives. 


In those early days of the new re- 
public, there was great need for a com- 
pany of this type, for while several ma- 
rine and fire insurance companies were 
doing business at that time, the life 
underwriting field was virtualy neg- 
lected. The growing demand for this 
type of insurance was being partially 
satisfied by sending to England for the 
policies. 

The first meeting of merchants and 
men of capital in the old Coffee House 
resulted in resolutions being drawn up 
which styled the infant concern, “The 
Pennsylvania Company for Insurances 
on Lives and Granting Annuities”; the 
stock to consist of $500,000 to be di- 
vided into shares of $100 each; and 
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The oldest bank check in America is now a part of The Pennsylvania Company’s 
archives, an heritage from the Bank of North America which was absorbed in 1929. 
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application to be made to the Common- 
wealth of Pennsylvania for a charter of 
incorporation. The stock was heavily 
over-subscribed within a month, and in 
January, 1810, application was made to 
the Legislature at Lancaster for a char- 
ter which was refused by that govern- 
ing body. 

Upon report of this, a number of the 
subscribers withdrew feeling that the 
project was hopeless. However, the 
others were of stronger fiber and with 
them the need of such service as their 
company offered was a sufficient reason 
for continued effort. They reunited, 
brought subscriptions again to the half- 
million mark and with unfailing per- 
sistence assailed the reluctant Legisla- 
ture. Finally, after two years of striv- 
ing, their efforts were rewarded when 
on March 10, 1812, Simon Snyder, then 
governor of Pennsylvania, granted the 
charter. 


The receipt of this news was hailed 
with great pleasure by the stockholders 
and at a meeting on March 17, 1812, 
Joseph Ball was chosen president and 


Jacob Shoemaker was made actuary of 
the new company. 

Mr. Ball was in every respect worthy 
of the honor conferred upon him. He 
was the owner of the iron works at 
Batso, Burlington County, New Jersey, 
which, during the Revolutionary War, 
furnished most of the ammunition used 
by the Continental Army. He was a 
close associate and friend of Robert 
Morris and like that great financier lost 
heavily of his fortune at the close of 
the Revolution in an effort to sustain 
the credit of his country. Subsequently, 
he was made a director of the Bank of 
the United States, served on the original 
board of the Insurance Company of 
North America of which he was after- 
wards president. 

It is interesting to note that from 
these two employes, Ball and Shoe- 
maker, the company over a period of a 
century and a quarter has found it 
necessary to expand its personnel to 
approximately 1000 to carry on its pres- 
ent vast commercial and fiduciary ac- 
tivities which have ramifications 
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throughout the city, state and entire 
nation. 

Mr. Ball, due to illness and advancing 
old age, resigned from the presidency 
on June 17, 1812. He was succeeded 
by James Paul, a grandson of Joseph 
Paul who had been a member of the 
Provincial Assembly, representing the 
county of Philadelphia, under William 
Penn in 1687. Mr. Paul, a man of 
wealth and a member of the Society of 
Friends, from which he was obliged to 
withdraw because of his active partici- 
pation in suppressing the Whiskey In. 
surrection in 1794, served as president 
but seven months when he decided to 
retire. 

Samuel Hodgdon was chosen as Mr. 
Paul’s successor, and it was under his 
able direction that the company re- 
ceived its initial business impetus; the 
first annuities being sold and the first 
insurance effected on January 10, 1813. 
Mr. Hodgdon had had a remarkable 
military career during and after the 
Revolution. His first duty was aboard 
a frigate in 1776 from which he was 
afterwards appointed as captain of the 
Corps of Artillery. Early in 1777 he 
was appointed Commissary of Military 
Stores at Ticonderoga which post he 
held until the evacuation of the fortress. 
He was then sent to White Plains where 
he was promoted to the post of Com- 
missary of Military Stores for the com- 
bined armies. From here he was called 
by the Board of War to Philadelphia 
to take charge of military preparations. 
He served with distinction under Gen- 
eral Arthur St. Clair in the campaign 
against the Indians in the West, from 
which he issued with the rank of Quar- 
termaster General. Mr. Hodgdon was 
a personal friend of General and Mrs. 
Washington, who were frequently his 
guests in Philadelphia. 

Serving as presidents of the company 
after Mr. Hodgdon came a succession 
of prominent men whose names are 
identified with the early business his- 
tory of Philadelphia and of the coun- 
try. 

It is of note to record here the first 
dividend of 4 per cent. on the capital 
stock declared by the company on 
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July 1, 1815. Thus began an unbroken 
record of successive dividend payments 
extending over a period of 122 years 

a record that is surpassed by few, if 
any, businesses in American corporate 
history. 

The business of the company pro- 
gressed rapidly without a change under 
its original charter. However, in 1830 
the attention of the directors was fo- 
cused on the great success of the Agency 
Houses in India who were conducting 
a business as trustees for individuals 
and the administering of estates. 
Finally, after years of careful investi- 
gation of all phases of the new business, 
the company made application to the 
governor of the state for a supplement 
to its charter granting authority to en- 
ter into the business of executing trusts. 
This was granted on February 25, 1836. 
With this authorization, the company 
became the oldest chartered state insti- 
tution empowered to do a trust business 
and today it is the nation’s second old- 
est institution in existence with those 
powers. 

In the course of a few years the trust 
business became so great in extent that 
it became advisable to relinquish the life 
insurance branch of the business and 
devote the entire energies of the com- 
pany to this rapidly growing new 
feature of the business. Finally in 1872 
the life insurance end of the business 
was discontinued altogether. 

Although by the Act of 1836, the 
company was authorized and empow- 
ered under the terms of its charter to 
accept and receive money on deposit as 
fully as any bank and to pursue the 
functions thereof, it was not until the 
seventies that the company saw fit to 
fully exercise its powers and actively 
engage in the banking business. 

On June 1, 1929, the historic Penn- 
sylvania Company merged with an 
even more historic institution, The Bank 
of North America and Trust Company 
whose original charter was granted by 
Congress in 1781 thereby giving that 
organization the distinction of being the 
oldest hank in the country. Through 
the pages of this history of the Bank 
of North America appear the names of 
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Robert Morris, financier of the Revolu- 
tion and founder of the bank; Benjamin 
Franklin, an early depositor; Thomas 
Jefferson, author of the Declaration of 
Independence, a depositor. Stephen De- 
catur, Sr., a naval hero in his own right, 
was an original stockholder and both 
he and his son, Stephen Decatur, Jr., 
of War with Tripoli fame, were deposi- 
tors. 

The archives of The Pennsylvania 
Company today contain numerous rec- 
ords and mementos of many great men 
such as Thomas Willing, Owen Biddle 
and others whose identities are in- 
separably intertwined with the War of 
Independence and the beginnings of the 
United States. 

In 1930 The Pennsylvania Company 
seeking greater facilities with a desire 
for expansion merged the Colonial 
Trust Company, one of Philadelphia’s 
most progressive younger banks. This 
merger brought with it a number of 
strategically located branch offices, 
thereby enabling the company to af- 
ford Philadelphians of its city-wide 
banking and trust service. 

Thus from a small beginning in 1812, 
The Pennsylvania Company has grown 
to the position of being one of the 
largest bank and trust companies in the 
nation with resources totaling over 
$250,000,000. The individual trust 
funds held aggregate $890,000,000 
while the funds in corporate trust total 
approximately $1,800,000,000. 

The same broad cross section of con- 
servatism which was inherent in the 
original founders of the company con- 
tinues today in the present management, 
a board of directors representative of 
the most successful businesses in the 
East. C. S. W. Packard, who for 35 
years was president, is now chairman 
of the board; C. S. Newhall, president, 
and William Fulton Kurtz, executive 
vice-president. 


NATIONAL NEWARK AND ESSEX 
BANKING COMPANY 


THe Newark Banking and Insurance 
Company was Newark’s first bank and 
its successor, the National Newark and 





First building of the Newark Banking and Insurance Company in 


1805. 


The institution is now known as the National Newark & Essex 


Banking Company. 


Essex Banking Company, is the oldest 
bank and largest national bank in New 
Jersey. There were only 45 banks in 
the entire country when the Newark 


Banking and Insurance Company was 
organized in 1804. The population of 
Newark was then about 6000. 


The bank opened for business July 
30, 1804, in a rented dwelling. For 
a permanent bank building a lot at the 


corner of Broad street and “Maiden 
lane,” later named Bank street in honor 
of “the bank” with adjoining lots on 
Broad street and also lots on Bank 
street were bought for $480. Here was 
erected the first building in the state, 
especially for banking purposes. It in- 
cluded banking rooms and a cashier’s 
residence. It was occupied in May, 
1805, and served the bank’s needs for 
half a century. 

In 1855 the Legislature, in renew- 
ing the bank’s charter, authorized a 
change of name to The Newark Bank- 
ing Company, and in the same year 
plans were made for a new building. 

The National Bank Act of 1865, pro- 
viding for heavy taxation of the circu- 
lation of state banks, made it desirable 
to seek a national charter and on June 
24, 1865, the bank began business un- 
der its new charter and a new name— 
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The National Newark Banking Com- 
pany. In May, 1902, the Newark City 
National Bank, which had been formed 
in 1851, and had become a national 
bank in June, 1865, was absorbed. The 
name National Newark Banking Com- 
pany was kept without change and the 
older bank moved across the street to 
the building of the City Bank at the 
corner of Clinton Street. This build- 
ing is still standing, although since used 
for retail business, and the first floor 
has been lowered to the street level. 

In 1908 the bank moved across Clin- 
ton street to the newly-completed Mu- 
tual Benefit Life Insurance Building. 
In 1918 the Essex County National 
Bank, which was established in 1859, 
was consolidated with the National 
Newark and the name changed to Na 
tional Newark and Essex Banking Com- 
pany. 

With the removal of the Insurance 
Company to their new building the old 
one was demolished and the bank lodged 
in temporary quarters. Upon the com- 
pletion of the thirty-four-story office 
building on the same site, the National 
Newark and Essex Banking Company 
leased space therein and moved into 
their modern banking quarters in 1931. 

The purely commercial bank of & 
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century and a quarter ago has become 
a great, many-sided, modern financial 
institution, rendering every banking 
service to its individual depositors, to 
manufacturers, to merchants, to other 
banks, to estates, and to religious, 
charitable and other organizations. In 
city, county, state and national financ- 
ing, it plays the part of the oldest and 
largest national bank in New Jersey. 

The National Newark and Essex 
Banking Company looks back with pride 
that is justifiable over an unbroken 
record of sound growth and wholesome 
success. And its officers and directors 
look into a future of larger usefulness 
and greater service. 


KANSALLIS-OSAKE-PANKKI — THE 
LARGEST BANK IN FINLAND 


KANSALLIS - OSAKE - PANKKI_ (National 
Joint Stock Bank) will soon record a 
half century of banking service. The 
first meeting for its incorporation was 
held in the autumn of 1889 and in Feb- 
ruary of the following year its head 
office in Helsinki (Helsingfors) was 
opened to the public. 

At the time that Kansallis-Osake- 
Pankki was founded five other commer- 
cial banks were operating, of which the 
oldest had already been in business for 
nearly thirty years. Private banking in 
Finland practically dates from the six- 
ties of last century, when a more liberal 
policy both in government administra- 
tion as well as in financial legislation 
began to prevail. Manufacturing and 
especially the sawmill industries that 

ave since proved so important for Fin- 
land developed rapidly, and in foreign 
trade there were signs of ever-increas- 
ing prosperity. In the late eighties of 
the past century the general revival in 
trade and the ample opportunities for 
business activity reached such a stage 
as to warrant the establishment of a 
new private bank that would embrace 
the whole country. 

From the very start Kansallis-Osake- 
Pankki’s growth was exceptionally rapid 
and its range of activities gradually 
surpassed that of all other Finnish 
banks. Already in 1913 Kansallis- 
Osake-Pankki had attained second place 
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among the commercial banks of the 
country, and by the end of 1931 it had 
decidedly risen to the rank of largest 
bank in Finland. The total of its bal- 
ance sheet in July, 1936, was 4153 
million Finnish marks, representing al- 
most 40 per cent. of the aggregate bal- 
ance sheet total of all Finnish banks. 
Its present share capital is 200 million 
marks, and its reserves amount to 230 
million marks, the total of its liabilities 
in domestic deposits and current ac- 
counts being about 3500 million marks. 
In its assets the domestic loans were at 
the same time about 3000 million 
marks, cash holdings and liquid funds 
(securities and foreign receivables) 
show a total of over 900 million marks, 
which amount more than fully covers 
all sight obligations on the side of lia- 
bilities. 

The rapid development of the Kansal- 
lis-Osake-Pankki may be _ perceived 
from the accompanying figures show- 
ing the growth of its activities in mil- 
lions of marks (according to present 
rate of exchange about 46 Finnish 
marks equal to 1 dollar). 


GrowtH oF KANSALLIS-OsAKE-PANKK1 


Balance 
Sheet 
Total 

79.1 
555.4 
1,396.7 
1,446.7 
2,907.7 
3,887.2 


Own 
Funds 
19.7 

.. 48.2 
. 168.0 
.. 239.2 
. 426.3 
130.1 


Loans 
66,2 
462.5 
1,224.1 
1,296.2 
2,550.7 
2,972.0 


Year 
1890 
1900 
1910 
1920 
1930 
1935 


Deposits 
57.1 
485.5 
1,164.2 
887.6 
2,195.6 
3,193.0 


The Kansallis-Osake- 


activity of 
Pankki is based, as that of most all 
Finnish private banks, on the branch 


office principle. In its first business 
year six branch offices were opened in 
the most important cities throughout 
the country, and later, especially dur- 
ing the last twenty years, the network 
of branches has rapidly been extended 
and, not only into the cities, but also 
into the country districts. At present 
the number of the bank’s branch offices 
is 192, a figure that by far exceeds that 
of any other bank in Finland. 

To its shareholders Kansallis-Osake- 
Pankki has been able in the course of 
its progress to declare quite satisfac- 
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tory dividends, nor has the heavy world- 
wide depression of late years brought 
about any change in this respect. For 
the ten-year period, 1926-1935, the rate 
of dividend has varied between 14 and 
19 per cent., the rate for 1935 being 
14 per cent. The stock shares of the 
bank, that have nominal value of Fmk. 
200 each, were quoted on the Helsinki 
Stock Exchange at the end of August, 
1936, at about 550. 

The confidence and the success at- 
tained by Kansallis-Osake-Pankki may 
essentially be attributed to the fact that 
in the administration of the bank there 
have ever been men respected and well- 
known in the public life of the coun- 
try. It need only be mentioned that 
the President of the Republic of Fin- 
land, Mr. P. E. Svinhufvud, before en- 
tering upon his high office, was for a 
long time deputy-chairman of the 
bank’s board of directors. The present 
chairman is Mr. Hugo Suolahti, Chan- 
cellor of the Helsinki University. The 
general managing director is Mr. Mauri 
Honkajuuri, who already has behind 
him twenty-five years of experience as 


bank man in the institution managed 


by him. 


COMMERCIAL BANK OF SCOTLAND 
LIMITED 


THE bank was established in 1810 un- 
der the name of The Commercial Bank- 
ing Company of Scotland, and the first 
partners included professional gentle- 
men in Edinburgh, traders in Leith and 
landed proprietors and merchants in 
different districts of the country. At 
that time there were already three pub- 
lic banks in Scotland and a consider- 
able number of small private bankers 
in the larger towns. For some time, 
however, it had been felt that the three 
large public banks had become too auto- 
cratic and too mindful of their own 
interests and dividends to be of any real 
service to the people. From the begin- 
ning the community looked with favor 
on the broad-minded policy of the new 
bank in serving the general public and 
business people, and promoting busi- 
ness enterprise—a policy which is 
closely followed at the present time. 


THE BANKERS MAGAZINE 


From the first the bank’s ways pur- 
sued a by no means even tenor. Crime 
played a part in its early troubles, rob- 
bery and riot being included in the list of 
evils with which the bank’s officers had 
to contend. When barely a year in ex- 
istence the bank found that forgery was 
taking place among its notes. This con- 
tinued at intervals for many years. New 
plates were ordered from time to time 
—only however to be counterfeited in 
turn. The directors, while doing every- 
thing in their power to solve the difl- 
cult problem of abating the nuisance, 
by prosecution and other means, dealt 
generously with those who had become 
innocently possessed of the worthless 
paper. On March 3, 1812, a resolu- 
tion was passed that all forged 20 shill- 
ing notes of the company “which shall 
be given in by people, not suspicious 
characters, shall be paid when pre- 
sented.” Magnanimous treatment such 
as this was not too high a price to pay 
for acquiring and retaining the confi- 
dence of the public. 

The new bank prospered from the 
start. Representation in various parts 
of the country was soon established, and 
in two short years the remarkable total 
of eleven new branches was achieved. 
Vigorous efforts were made to have its 
notes circulated throughout Scotland, 
and this was accomplished in an equally 
short time. In time the relations with 
the other banks became more cordial 
and today they work in perfect har- 
mony and can regard lightly the feel- 
ing of enmity which was wont to exist. 

From the first an enviable reserve 
fund had been built up and, with the 
directors adhering to their policy of 
caution, which justified itself time and 
again, the bank continued to expand 
and develop. In 1831 a Royal Charter 
of Incorporation was obtained and in 
1882 the bank registered under the 
Companies Act and the word “Limited” 
was added to its name. A _ supple- 
mentary Charter was obtained in 1925, 
bringing the powers and objects of the 
bank into line with modern commercial 
and financial conditions. 

Today the bank has the most exten- 
sive branch system of all the Scottish 





Zurich Office, Union Bank of Switzerland. 


banks, and the progress made may be 
gathered from the fact that at the pres- 
ent time there are no less than 375 
branches and sub-offices in Scotland, as 
well as three offices in London. The 
three offices in London, comprising the 
City Office at 62 Lombard Street, E.C.3, 
opened in 1883; Kingsway Branch at 
Imperial House, 15 Kingsway, W.C.2, 
opened in 1925, and Piccadilly Branch 
at 4 Old Bond Street, W.1, opened in 
1931, are conveniently situated to sat- 
isfy the requirements of customers in 
the London area and Scottish visitors 
to London. 


UNION BANK OF SWITZERLAND 


Tris bank is also officially known as 
Union de Banques Suisses and Schweiz- 
erische Bankgesellschaft. It has an au- 
thorized, issued and full paid capital 


stock of Frs. 40,000,000; a capital sur- 
plus of Frs. 20,000,000 and a special 
reserve for contingencies of Frs. 25,- 
000,000. 

Established in 1912 by the merger of 
two prominent Swiss banks formed be- 
tween 1860 and 1870, this bank subse- 
quently absorbed a number of banks 
and banking firms in various centers of 
trade and industry. The head offices 
are located at Zurich, Winterthur and 
St. Gall, while branch offices are at 
Basle, Berne, Geneva, Lausanne, Aarau, 
Montreux, Vevey, Lichtensteig. Flawil, 
Rapperswil, Baden, La Chaux-de-Fonds, 
Lugano, Locarno, etc. The bank extends 
credit facilities to all trades and indus- 
tries including the financing of Swiss 
exports. 

The bank is engaged in every line 
of banking, which, in Switzerland, in- 
cludes the issuing and marketing of 
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securities and the stock exchange brok- 
erage business. The bank owns seats 
on the more important stock exchanges 
in Switzerland. It is the Swiss corre- 
spondent of most of the leading Euro- 
pean and American banks. 


BALANCE SHEET As oF DeEcemBer 31, 1935 
Frs. 


38 190 324 
569 


Assets 


Bills, coupons, etc. 
Securities and investments 
affiliated companies 519 503 
Loans and advances 2 135 
Due from other banks 613 
Mortgage loans 5 512 
Bank buildings 992 


Total 648 


Liabilities 


Capital stock 
Capital surplus 
Special reserve for 
gencies 000 
Deposits 964 
Due to other banks 115 
Bank’s own treasury notes ... 103 457 110 
Acceptances 970 
Balance of 
account 


assets 


40 000 000 
20 000 000 
contin- 


profit and loss 


2 076 489 


Total liabilities 441 435 648 

The balance sheet as of December 31, 
1935, is shown herewith. Loans and 
advances in Switzerland amounted to 
163 million francs, of which commer- 
cial loans and advances aggregated 87.6 
millions. These are well diversified, 
covering all branches of trade and in- 
dustry, among which the following are 
the more important (in million francs) : 
Wholesale trade 21.5, retail trade 8.7, 
cotton and wool 8.6, silk and rayon 
3.7, other textiles and clothing 5.2, ma- 
chine and other metal products 4.6, 
building and furniture 6.3, while credit 
lines to other branches of business cover 
minor amounts. Collateral loans, ag- 
gregating 47.8 million francs, consist of 
2650 accounts averaging Frs. 18,000, 
while commercial loans and advances 
consist of 3278 accounts with an aver- 


age of Frs. 28,300. 
ROYAL BANK OF SCOTLAND 


For more than two hundred years the 
Royal Bank of Scotland has carried on 
the business of commercial banking 
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without interruption, having been in- 
corporated by Royal Charter May 31, 
1727. Its incorporation was due in- 
directly to the union of the English and 
Scottish Parliaments in 1707. By the 
treaty of union, England had agreed to 
pay £398,085 10s. to Scotland as an 
equivalent for the increased fiscal re- 
sponsibilities to be assumed by the latter 
country as a result of the union. Al- 
though the greater portion of this 
amount was destined to reimburse those 
Scottish people who had suffered loss 
in the ill-fated but courageous attempt 
—conceived and fostered in the closing 
decade of the seventeenth century by 
that ingenious Scotsman, William Pater- 
son, the founder of the Bank of Eng- 
land—to establish a trading colony on 
the Isthmus of Panama. 

There was not, however, in this so- 
called “equivalent” enough to meet all 
the legitimate claims upon it, and de- 
bentures carrying interest at 5 per cent. 
were issued to the outstanding creditors, 
who, in 1724, were incorporated as the 
Equivalent Company. 


In 1727 the Equivalent Company se- 
cured a Royal Charter under the Great 
Seal of Scotland by which those of its 
members who were willing to transfer 
their stock became incorporated as a 
new company to be called the Royal 
Bank of Scotland. The amount of stock 
so transferred was £111,347, and this 
formed the first capital of the Royal 
Bank, which was empowered to increase 
it by £40,000. 

Between 1738 and 1829 fresh powers 
acquired under various charters raised 
the capital of the bank to £2,000,000. 


Eight successive Royal Charters and 
three Acts of Parliament now form the 
constitution of the bank. 

In 1727 the Royal Bank of Scotland 
opened an account with the Bank of 
England. This account has been open 
continuously for over two hundred 
years, and is understood to be the old- 
est private account on the books of the 
Bank of England. The Royal Bank has 
acted as agents and correspondents in 
Scotland for the Bank of England for 
a very long period, and further evidence 
of the close association of the two in- 
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stitutions was forthcoming in August, 
1930, when the Bank of England trans- 
ferred to the Royal Bank of Scotland 
the private banking business carried on 
by the Bank of England for over eighty 
years at their Western Branch, Burling- 
ton Gardens, London. This business 
continues under the same management 
at the same address, and the branch 
is known as the Royal Bank of Scot- 
land, Western Branch. 

The Royal Bank of Scotland enjoys 
the distinction of having inaugurated 
the unique feature of Scottish banking 
known as “cash credits,” a system which 
in after years proved of much material 
advantage to the nation, and which has 
since been adopted by banking author- 
ities in many countries. 

The head office of the bank, which 
controls an extensive branch system, is 
situated at Edinburgh, where it occupies 
the magnificent old “Dundas House” in 
St. Andrew Square. The chief Glas- 


gow office faces the Royal Exchange 
in the centre of the business life of 
that city. 


In 1874, with the authority 
of an Act of Parliament, the first Lon- 
don office was opened in the city, and 
it is in the City office, No. 3, Bishops- 
gate, that the chief overseas department 
of the bank is housed today. The 
offices of the bank throughout Scotland 
and England now number 254. 

After the war important changes took 
place in Scottish banking. The control 
of four of the eight existing Scottish 
banks was taken over by English bank- 
ing institutions and it was a pleasant 
surprise for Scotland when, in January, 
1924, it was publicly announced that 
the Royal Bank of Scotland, which re- 
mains an independent Scottish institu- 
tion, had acquired the business of 
Drummonds Bank, a famous banking 
house with great traditions, which for 
over two centuries had flourished in the 
West End of London at 49 Charing 
Cross. 

In 1930 the Royal Bank of Scotland 
acquired the shares of Williams Dea- 
con’s Bank Limited, an English insti- 
tution with its head office in Man- 
chester and its registered office in 
London, dating from 1771, having over 
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200 branches in England and Wales, 
and a member of the London Bankers’ 
Clearing House. 

Throughout its long history the Royal 
Bank of Scotland has been privileged 
to enjoy the valuable assistance on its 
board of a succession of men eminent 
in the national life of the country and 
well qualified by character and skill to 
direct its affairs securely and success- 
fully along progressive lines. 

As of October 12, 1935, the capital 
of the bank was £3,780,192 and the 
rest, £3,857,143, and the total of the 
balance sheet, £79,028,165. 

The Royal Bank of Scotland has 
agents in every foreign city of any im- 
portance. It maintains direct accounts 
in foreign currencies abroad and also 
acts as the agent in London of a con- 
siderable number of the leading con- 
tinental and overseas banks. 

His Grace the Duke of Buccleuch and 
Queensberry, G.C.V.O., is the present 
Governor of the Bank and the Right 
Hon. the Earl of Strathmore and King- 
horne, K.T., G.C.V.O., its Deputy Gov- 
ernor. 

The ancient House of Buccleuch has 
been closely and constantly identified 
with the Royal Bank since the eighteenth 
century. 


OTTOMAN BANK 


THISs institution was established in 1863 
under firman of the Sultan of Turkey 
under the title Imperial Ottoman Bank. 

The duration of the concession, orig- 
inally fixed at thirty years was increased 
to fifty years from August 4, 1863, and 
prolonged by various conventions, the 
last of which, ratified by the National 
Assembly of the Turkish Republic on 
June 10, 1933, extended the concession 
to March 1, 1952. 

The name was changed to Ottoman 
Bank in October, 1925. 

The capital of the bank is £10,000,000 
in 500,000 shares of £20 each, of which 
£10 is paid up. The reserve funds 
amount to £1,250,000. 

Although so closely associated with 
Turkey and the Turkish government, 
the bank has always been a Franco- 
British concern. It is administered by 
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a general committee consisting of ten 
directors sitting in London and ten di- 
rectors in Paris. In Turkey the bank’s 
activities are directed by a director gen- 
eral and a council of administration 
nominated by the general committee. 

The bank is able to undertake all 
kinds of banking business through the 
medium of its own branches through- 
out Turkey, Egypt, Cyprus, Greece, 
Palestine, Transjordania, Iraq and Iran. 
It has offices in London, Paris, Man- 
chester, Marseilles and Nice. 

In addition, the bank has an interest 
in Syria through an affiliated institu- 
tion, the Banque de Syrie et du Grand 
Liban, in Jugoslavia through the 
Banque Franco-Serbe, in Roumania 
through the Bank of Roumania Ltd. 
and in Greece through the British- 
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French Discount Bank Ltd. It has also 
established an Agricultural Bank in 
Cyprus. 

The present general committee is 
composed.as follows: LONDON: Gen. the 
Hon. Sir Herbert A. Lawrence, G.C.B., 
E. W. H. Barry, Albert C. Gladstone, 
The Viscount Goschen, P.C., G.C.S.I., 
G.C.LE., C.B.E., V.D., Sir W. Guy 
Granet, G.B.E., Sir John P. Hewett, 
G.C.S.1., K.B.E., C.1.E., The Lord Hill- 
ingdon, A. G. A. Jamieson, Sir J. Gor- 
don Nairne, Bart., Lieut. Col. Sir Al- 
bert Stern, K.B.E., C.M.G. Paris: 
Raoul Mallet, René Bechmann, Jean 
Boissonnas, Charles de Cerjat, Horace 
Finaly, Le Baron Henri Hottinguer, 
Jacques de Neuflize, Le Comte Frédéric 
Pillet-Will, Anathase Roudy, Edouard 


Vernes. 


TWENTY YEARS OF FEDERAL RESERVE OPERATION 


IN its more than twenty years of operation and development, the 


Federal Reserve System has become an integral part of American 
business and finance. Through the Interdistrict Settlement Fund 
it has made possible the more efficient, less costly, and speedier 
handling by member banks of check collections and transfers of 
funds. It has provided an elastic and adequate supply of cur- 
rency, a concentration of bank reserves for greater usefulness, 
and an efficient fiscal agency for the Treasury. The ability of 
member banks to borrow on business paper which provides a 
ready market for the loans of customers, large and small, has 
tended to equalize the credit supply in all parts of the country, 
to eliminate seasonal credit strain, and give greater assurance 
that member banks can supply the credit requirements of their 
communities. Machinery has been set up to provide a national 
credit policy administered in the public interest and to insure 
unified action by the banking system in carrying out this policy.— 
From a booklet issued by the Federal Reserve Bank of New York. 





Some Ninety-Year-Old Banks 


A List of Banks That Were in Operation 
in 1846 and Are Still Carrying On » » 


F all the banks that were in opera- 

tion when THE BANKERS Maca- 

ZINE first appeared in 1846 the 
following have survived and are still 
carrying on after ninety years during 
which they have had to face the vicis- 
situdes of wars, floods, droughts, de- 
pressions and panics. 

On its ninetieth birthday THE BANK- 
ERS MAGAZINE salutes these fellow way- 
farers and wishes them many more 
years of useful service to their com- 
munities. 

Connecticut 


Bridgeport-Peoples Bank, 
Bridgeport, Conn. 

First National Bank and Trust Com- 
pany, Bridgeport, Conn. 

Danbury National Bank, Danbury, 
Conn. 

Windham County 
Danielson, Conn. 

Derby Savings Bank, Derby, Conn. 

Connecticut River Banking Company, 
Hartford, Conn. 

Hartford National Bank and Trust 
Company, Hartford, Conn. 

Phoenix State Bank, Hartford, Conn. 

Society for Savings, Hartford, Conn. 

Meriden National Bank, Meriden, 
Conn. 

Middletown National Bank, Middle- 
town, Conn. 

Middletown Savings Bank, Middle- 
town, Conn. 

New Haven Bank, National Bank- 
ing Association, New Haven, Conn. 

New Haven Savings Bank, New 
Haven, Conn. 

National Whaling Bank, New Lon- 
don. Conn. 

Savings Bank of New London, New 
London, Conn. 

Union Bank and Trust Company, New 
London, Conn. 

Merchants Bank and Trust Company, 
Norwalk, Conn. 


Savings 


Bank, 


National 


Norwich Savings Society, Norwich, 
Conn. 

Thames Bank and Trust Company, 
Norwich, Conn. 

Uncas-Merchants National Bank, Nor- 
wich, Conn. 

First-Stamford National Bank and 
Trust Company, Stamford, Conn. 

Savings Bank of Tolland, Tolland, 
Conn. 

Willimantic Savings Institute, Willi- 
mantic, Conn. 

Windham National Bank, Williman- 
tic, Conn. 

Delaware 

Delaware National 
Chester, Del. 

National Bank of Smyrna, Smyrna, 
Del. 

Farmers Bank of the State of Dela- 
ware, Wilmington, Del. 

Union National Bank, Wilmington, 
Del. 

Wilmington Savings Fund Society, 
Wilmington, Del. 

Wilmington Trust 
mington, Del. 


County Bank, 


Company, Wil- 


District of Columbia 


National Bank of Washington, Wash- 
ington, D. C. 

National Metropolitan Bank, Wash- 
ington, D. C. 

Riggs National Bank, Washington, 

» & 


Georgia 


Georgia Railroad Bank and Trust 
Company, Augusta, Georgia. 


Illinois 


First National Bank and Trust Com- 
pany in Alton, Alton, III. 
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Indiana 


Old National Bank in 
Evansville, Ind. 


National Branch Bank, Madison, Ind. 


Evansville, 


Iowa 


Henry County Savings Bank, Mt. 
Pleasant, Iowa. 


Kentucky 


The National Branch Bank of Ken- 
tucky, Frankfort, Ky. 

Bank of Maysville, Maysville, Ky. 

Maine 

First National Granite Bank of 
Augusta, Augusta, Maine. 

Gardiner Savings Institution, Gardi- 
ner, Maine. 

Canal National 
Maine. 

Saco & Biddeford Savings Institution, 
Saco, Maine. 

York National Bank, Saco, Maine. 

First National Bank, Skowhegan, 
Maine. 


Bank, Portland, 


Maryland 


Farmers National Bank, Annapolis, 
Md. 

First National Bank of Baltimore, 
Baltimore, Md. 

National Marine Bank, Baltimore, 
Md. 

Savings Bank of Baltimore, Balti- 
more, Md. 

Western National Bank, Baltimore, 

First National Bank, Cumberland, 
Md. 

Easton National Bank of Maryland, 
Easton, Md. 

Farmers & Mechanics National Bank, 
Frederick, Md. 

Frederick County 
Frederick, Md. 

Frederick Town Savings Institution, 
Frederick, Md. 

Union National Bank, Westminster, 


Md. 


Bank, 


National 


Massachusetts 


Powow River National Bank, Ames- 
bury, Mass. 

Provident Institution for 
Amesbury, Mass. 

Andover National Bank, Andover, 
Mass. 

Andover 
Mass. 

Beverly 
Mass. 

First National Bank of Boston, Bos- 
ton, Mass. 

Institution for Savings in Roxbury 
and Its Vicinity, Boston, Mass. 

Merchants National Bank, Boston. 
Mass. 

National 
Mass. 

Provident Institute for Savings, Bos- 
ton, Mass. 

Second National Bank, Boston, Mass. 

Suffolk Savings Bank for Seamen 
and Others, Boston, Mass. 

Warren Institution for Savings, Bos- 
ton, Mass. 
Webster and Atlas National Bank of 
Boston, Boston, Mass. 
Norfolk County 
Brookline, Mass. 

Cambridge Savings Bank, Cambridge, 
Mass. 

Canton Institution for Savings, Can- 
ton, Mass. 

Cohasset 
Mass. 

Concord National Bank, Concord, 
Mass. 

Middlesex Institution for Savings, 
Concord, Mass. 

Danvers National 
Mass. 

Dedham Institution for Savings, Ded- 
ham, Mass. 

Fairhaven Institution for 
Fairhaven, Mass. 

National Bank of Fairhaven, Fair- 
haven, Mass. 

Fall River National Bank, Fall River, 
Mass. 

Fall River Savings Bank, Fall River, 
Mass. 

Falmouth National Bank, Falmouth, 
Mass. 


Savings, 


Savings Bank, Andover, 


National Bank, Beverly, 


Shawmut Bank, Boston, 


Trust Company, 


Bank, Cohasset, 


Savings 


Bank, Danvers. 


Savings, 
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Fitchburg Savings Bank, Fitchburg, 
Mass. 

Framingham National Bank, Fram- 
ingham, Mass. 

Cape Ann Savings Bank, Gloucester, 
Mass. 

Gloucester National Bank of Glouces- 
ter, Gloucester, Mass. 

First National Bank and Trust Com- 
pany, Greenfield, Mass. 

Franklin Savings Institution, Green- 
field, Mass. 

Haverhill National Bank, Haverhill, 
Mass. 

Haverhill Savings Bank, Haverhill, 
Mass. 

Merrimack National Bank of Haver- 
hill, Haverhill, Mass. 

Hingham Institution 


for Savings, 


Hingham, Mass. 

Hingham Trust Company, Hingham, 
Mass. 

Lee National Bank, Lee, Mass. 

City Institution for Savings, Lowell, 
Mass. 

Lowell Institution for Savings, Low- 


ell, Mass. 

Essex Trust Company, Lynn, Mass. 

Lynn Institution for Savings, Lynn, 
Mass. 

First National Bank, Malden, Mass. 

National Grand Bank, Marblehead, 
Mass. 

Millbury National Bank, Millbury, 
Mass. 

Blue Hill Bank and Trust Company, 
Milton, Mass. 

Nantucket Institution for 
Nantucket, Mass. 

Pacific National Bank, Nantucket, 
Mass. 
, First National Bank, New Bedford, 
Mass. 

Merchants National Bank, New Bed- 
ford, Mass. 

New Bedford Institution for Savings, 
New Bedford, Mass. 

First and Ocean National Bank, New- 
buryport, Mass. 

Institution for Savings, Newburyport, 

Merchants National Bank, Newbury- 
port. Mass. 


Savings, 


\ewton Savings Bank, Newton, Mass. 
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North Adams National Bank, North 
Adams, Mass. 

Northampton Institution for Savings, 
Northampton, Mass. 

Northampton National Bank and 
Trust Company, Northampton, Mass. 

South Scituate Savings Bank, Nor- 
well, Mass. 

Warren National 
Mass. 

Agricultural 
field, Mass. 

Berkshire County 
Pittsfield, Mass. 

Plymouth National Bank, Plymouth, 
Mass. 

Plymouth Savings Bank, Plymouth, 
Mass. 

Granite 
Mass. 

Quincy Savings Bank, Quincy, Mass. 

Merchants National Bank, Salem, 
Mass. 

Naumkeag Trust Company, Salem, 
Mass. 

Salem Savings Bank, Salem, Mass. 

Southbridge National Bank, South- 
bridge, Mass. 

Springfield Institution for Savings, 
Springfield, Mass. 

Housatonic National Bank, Stock- 
bridge, Mass. 

Bristol County Savings Bank, Taun- 
ton, Mass. 

Bristol County Trust Company, Taun- 
ton, Mass. 

Blackstone National Bank, Uxbridge, 
Mass. 

Waltham National Bank, Waltham, 
Mass. 

Ware Trust Company, Ware, Mass. 

National Bank of Wareham, Ware- 
ham, Mass. 

Hamden National Bank, Westfield, 
Mass. 

Weymouth Savings Bank, Weymouth, 
Mass. 

Worcester County Institution for Sav- 
ings, Worcester, Mass. 

National Bank of Wrentham, Wren- 
tham, Mass. 
| First National Bank of Yarmouth, 
Yarmouthport, Mass. 


Bank, Peabody, 


National Bank, Pitts- 


Bank, 


Savings 


Trust Company, Quincy, 
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New Hampshire 


Connecticut River National Bank, 
Charleston, N. H. 

New Hampshire Savings Bank, Con- 
cord, N. H. 

Strafford National Bank, Dover, N. H. 

Strafford Savings Bank, Dover, N. H. 

Ashuelot Citizens National Bank, 
Keene, N. H. 

Cheshire National Bank, Keene, N. H. 

Laconia Savings Bank, Laconia, 
nN. BH. 

National Bank of Lebanon, Lebanon, 
N. H. 

Manchester Savings Bank, Manches- 
ter, N. H. 

First National 
N. H. 

Portsmouth Savings 
mouth, N. H. 

First National Bank, Somersworth, 
Ww. Hi. 

Somersworth Savings Bank, Somers- 


worth, N. H. 


Bank, Portsmouth, 


Bank, Ports- 


New Jersey 


Cumberland National Bank, Bridge- 
ton, N. J. 

Mechanics National Bank, Burling- 
ton, N. J. 

First Camden National Bank & Trust 
Company, Camden, N. J. 

National State Bank, Elizabeth, N. J. 

Provident Institution for Savings, 
Jersey City, N. J. 

Farmers & Merchants National Bank, 
Matawan, N. J. 

Burlington County National Bank, 
Medford, N. J. 

Farmers Trust Company, Mt. Holly, 
N. J. 

National State Bank, Newark,.N. J. 

National Newark & Essex Banking 
Company, Newark, N. J. 

The National Bank of New Jersey, 
New Brunswick, N: J. 

Sussex & Merchants National Bank, 
Newton, N. J. 

Princeton Bank & Trust Company, 
Princeton, N. J. 

Salem National Bank & Trust Com- 
pany, Salem, N. J. 


First-Mechanics National Bank, Tren- 
ton, N. J. 

Trenton Banking Company, Trenton. 
ae 

Trenton Saving Fund Society, Tren- 
ton, N. J. 


New York 


Albany Savings Bank, Albany, N. Y. 

Mechanics & Farmers Bank, Albany, 
RN. ¥. 

National Commercial Bank & Trust 
Company, Albany, N. Y. 

New York State National Bank, Al- 
bany, N. Y. 

Farmers National Bank, Amsterdam, 

National Bank of Auburn, Auburn, 
N. Y. 

Ballston Spa National Bank, Ballston 
Spa, N. Y. 

Genesee Trust 
N. Y. 

Brooklyn Savings Bank, Brooklyn, 
N. Y 


Company, Batavia, 


Buffalo Savings Bank, Buffalo, N. Y. 

Catskill National Bank & Trust Com- 
pany, Catskill, N. Y. 

Tanners National 
Nn. T. 

Chester National Bank, Chester, N. Y. 

First National Bank, Cooperstown, 
N. Y. 

Delaware National Bank, Delhi, N. Y. 

Chemung Canal Trust Company, 
Elmira, N. Y. 

Mechanics Savings Bank of Elmira, 
Elmira, N. Y. 

Fort Plain National Bank, Fort Plain, 
v. Y. 


Bank, Catskill, 


National Bank of Geneva, Geneva, 
N. Y. 

National Bank of Orange County, 
Goshen, N. Y. 

Farmers National 
4 

Hudson River Trust Company, Hud- 
son, N. Y. 

National Chautauqua County Bank, 
Jamestown, N. Y. 

Peoples Bank of Johnstown, Johns- 
town, N. Y. 

Bank of Le Roy, Le Roy, N. Y. 

Herkimer County Trust Company, 


Little Falls, N. Y. 


Bank, Hudson, 
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Lockport Exchange Trust Company, 
Lockport, N. Y. 

Niagara County National Bank & 
Trust Company, Lockport, N. Y. 

Highland-Quassaick National Bank & 
Trust Company, Newburgh, N. Y. 

National Bank of Newburgh, New- 
burgh, N. Y. 

Bank for Savings in the City of New 
York, New York, N. Y. 

Bank of New York & Trust Company, 
New York, N. Y. 

Bank of the Manhattan Company, 
New York, N. Y. 

Bowery Savings Bank, New York, 
N. Y. 

Brown Brothers Harriman & Com- 
pany, New York, N. Y. 

Central Hanover Bank & Trust Com- 
pany, New York, N. Y. 

Chemical Bank & Trust Company, 
New York, N. Y. 

City Bank Farmers Trust Company, 
New York, N. Y. 

Greenwich Savings Bank, New York, 
N. Y. 

Laidlaw & Company (Private), New 
York, N. Y. 

Manufacturers Trust Company, New 
York, N. Y. 

National City Bank of New York, 
New York, N. Y. 

Seamen’s Bank for 
York, N. Y. 

First National Bank, Owego, N. Y. 

Westchester County National Bank, 
Peekskill, N. Y. 

Farmers & Manufacturers National 
Bank, Poughkeepsie, N. Y. 

Merchants National Bank & Trust 
Company, Poughkeepsie, N. Y. 

Poughkeepsie Savings Bank, Pough- 
keepsie, N. Y. 

Rochester Savings Bank, Rochester, 
nm. Y, 

Mohawk National Bank, Schenectady, 
N. Y. 

Schenectady Savings Bank, Schenec- 
tady, N. Y. 

Troy Savings Bank, Troy, N. Y. 

First Citizens Bank & Trust Company, 
Utica, N. Y. 

Oneida National Bank & Trust Com- 
pany, Utica, N. Y. 

Savings Bank of Utica, Utica, N. Y. 


New 


Savings, 
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National Bank of Vernon, Vernon, 
N.Y, 

First National Bank, Waterloo, N. Y. 

Jefferson County National Bank, 
Watertown, N. Y. 


Ohio 


National City Bank of Cleveland, 
Cleveland, Ohio. 

Winters National Bank, Dayton, Ohio. 

Delaware County National Bank of 
Delaware, Delaware, Ohio. 

Marion County Bank, Marion, Ohio. 

Union Trust Company, Newark, Ohio. 

National Exchange Bank & Trust 
Company, Steubenville, Ohio. 

Wayne County National Bank, Woos- 
ter, Ohio. 


Pennsylvania 


Farmers National Bank of Bucks 
County, Bristol, Pa. 
National Bank 
Chambersburg, Pa. 

First-Columbia National Bank, Co- 
lumbia, Pa. 

Doylestown National Bank & Trust 
Company, Doylestown, Pa. 

Easton National Bank, Easton, Pa. 

Gettysburg National Bank, Gettys- 
burg, Pa. 

Hanover Savings Fund Society, Han- 
over, Pa. 

Dauphin Deposit Trust Company, 
Harrisburg, Pa. 

Harrisburg National Bank, Harris- 
burg, Pa. 

Honesdale National Bank, Honesdale, 
Pa. 

Lancaster County 
Lancaster, Pa. 

Lebanon National Bank, Lebanon, Pa. 

Montgomery National Bank, Norris- 
town, Pa. 

Drexel & Company, Philadelphia, Pa. 
. Girard Trust Company, Philadelphia, 

a. 

Kensingston National Bank, Philadel- 
phia, Pa. 

National Bank of Germantown & 
Trust Company, Philadelphia, Pa. 

The Pennsylvania Company for In- 
surances on Lives and Granting An- 


nuities, Philadelphia, Pa. 


of Chambersburg, 


National 


Bank, 
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Philadelphia National Bank, Phila- 
delphia, Pa. 

Philadelphia Saving Fund Society, 
Philadelphia, Pa. 

Tradesmen’s National Bank & Trust 
Company, Philadelphia, Pa. 

Farmers Deposit National 
Pittsburgh, Pa. 

Miners National Bank, Pottsville, Pa. 

First National Bank, Sunbury, Pa. 

National Bank of Chester County & 
Trust Company, West Chester, Pa. 

Wyoming National Bank, Wilkes- 
Barre, Pa. 

West Branch Bank & Trust Company, 
Williamsport, Pa. 

York County National Bank, York, 
Pa. 

York National Bank & Trust Com- 
pany, York, Pa. 


Bank, 


Rhode Island 


Greenville Trust Company, Green- 
ville, R. I. ; 

Aquidneck National Bank, Newport, 
R. I 


Newport National Bank, Newport, 
R. I. 

Savings Bank of Newport, Newport, 
R. I. 

Pawtucket Institution for Savings, 


Pawtucket, R. I. 


Blackstone Canal National Bank, 
Providence, R. I. 

High Street Bank & Trust Company, 
Providence, R. I. 

Mechanics National Bank of Provi- 
dence, Providence, R. I. 

Phoenix National Bank, Providence, 
RB. 4. 


Providence Institution for Savings, 
Providence, R. I. 
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Providence National Bank, Provi- 
dence, R. I. 

First National Bank 
Smithfield, R. I. 

Wakefield Trust 
field, R. I. 

Washington Trust Company, West- 
erly, R. I. 

Centerville National Bank 
wick, West Warwick, R. I. 


Woonsocket Institution for Savings, 


Woonsocket, R. I. 


of Smithfield, 


Company, Wake- 


of War- 


South Carolina 
Bank, 


South Carolina National 


Charleston, S. C. 


Vermont 


Vermont-Peoples National Bank, Brat- 
tleboro, Vt. 

Vermont Savings Bank, Brattleboro, 
Vt. 

Caledonia National Bank, Danville, 
Vt. 

National Bank of Middlebury, Mid- 
dlebury, Vt. 

First National Bank, Orwell, Vt. 

National Bank of Vergennes, Ver- 
gennes, Vt. 

National Bank of Newbury, Wells 
River, Vt. 


West Virginia 


Parkersburg National Bank, Parkers- 
burg, W. Va. 

National Bank of West Virginia at 
Wheeling, Wheeling, W. Va. 


Wisconsin 


Marine National Exchange Bank, Mil- 
waukee, Wis. 





INVESTMENT AND FINANCE 


Edited by Oscar Lasdon 


Foreign Devaluation and the Bond Market 


N the collapse of the most prominent 
Precis bloc currencies initiated by 

the capitulation of the Blum govern- 
ment to the forces for devaluation, and 
followed by similar Swiss and Dutch 
action, we have witnessed an_after- 
math of the great international de- 
pression. In 1933 or 1934 this in- 
cident would have been regarded as 
a concluding episode. In any event, 
it was bound to occur and _ there 
were at least two or three instances dur- 
ing the past few years when temporary 
abandonment of the gold standard by 
these nations was deemed probable. 
Upon such occasions our security mar- 
kets displayed signs of nervousness, al- 
though in minor degree. It was only 
natural that prospects of devaluation 
should have been regarded with a cer- 
iain amount of fear and apprehension. 

It was generally believed that such 
action would result in a good deal of 
financial unsettlement here, pending re- 
adjustment in the money markets of the 
world. The reasons were obvious 
enough. Reductions in the gold con- 
tents of the French, Swiss and Dutch 
monetary units were expected to pre- 
cipitate a tremendous outflow of funds 
from this country. Monetary uneasi- 
ness abroad had resulted in unprece- 
dented amounts of funds seeking this 
country as a haven of refuge. A large 
proportion of these foreign balances 
represented “frightened capital” or 
“nervous money” which had been car- 
ried by the very winds of rumor from 
one international money center to an- 
other. Indications of stabilization at 
corrected gold levels, therefore, were ex- 
pected to prompt a speedy return of 
these funds to their original sources. 

At the beginning of this year the De- 
partment of Commerce had appraised 
foreign long-term investments in this 
nation at roughly five billion dollars; 
in addition, alien money in the form of 


bank deposits and short-term funds was 
estimated at almost another billion and 
a quarter dollars. Financial observers 
expressed ihe opinion that, by the mid- 
dle of September, the amount of the 
latter had increased at least half a bil- 
lion more. The volume of French 
funds here, alone, was believed to be a 
billion dollars. 

The event of devaluation abroad was 
expected to mark an immediate sharp 
reversal in gold shipments and was con- 
strued as a threat to the stability of 
security prices in this country; it was 
anticipated that the return of funds to 
Europe would depress the bond market. 
It was thought probable that heavy 
withdrawals of deposits from American 
commercial banking institutions might 
tighten money rates, at least temporar- 
ily; also there was the possibility that 
substantial sales of foreign long-term 
investments might result and the pro- 
ceeds repatriated. 

But this logical approach, fortunately, 
did not provide the basis for accurate 
forecast. At the date of this writing, 
nothing like the feared, concerted rush 
of funds back to Europe has occurred. 
The complexities of European politics, 
war threats and government upheavals 
still impair confidence on the Continent. 
In France, at the moment, the Popular 
Front Government’s attitude toward 
capital is not very cordial. And not to 
be overlooked is the apparently continu- 
ing desire of alien investors to maintain 
representation in American securities. 
This is based, of course, on prospects 
of further industrial revival in the 
United States. 

Until the middle of October gold was 
permitted to flow from the United States 
only to those countries maintaining the 
gold standard; to those nations whose 
central banks had fixed prices for buy- 
ing and selling gold. Under regula- 
tions existing up to that time the United 
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States Treasury was unable to operate 
directly in sterling while the British 
equalization fund was similarly handi- 
capped in regard to American dollars. 
Exchange transactions were rounded 
out through the use of the old French 
franc as an intermediary unit. And 
so when devaluation of the franc oc- 
curred, dragging the remaining adher- 
ents from gold, an awkward situation 
arose. 

However, gold shipment rules were 
modified by the Treasury when it an- 
nounced a tripartite agreement with 
France and England to ship the precious 
metal. This change has facilitated the 
transfer of foreign balances in the form 
of gold. 

As a result, it is expected that a sub- 
stantial amount of those gold bloc funds 
on deposit here will soon be homeward 
bound. Several hundred millions of 
dollars may be expected to return as 
soon as conditions abroad are more 
clarified. The pound sterling has al- 
ready been depressed by the flow of 
funds from London to Paris; and con- 
tinued depreciation of sterling to a 
figure below the pre-depression parity 
may tend to weaken the dollar. British 
funds here might be attracted back to 
England on the basis of an undervalued 
pound. 

At the moment it seems as though ex- 
tensive goid shipments westward over 
the Atlantic would be made only on 
threats of war. In view of the large 
European armament programs now tak- 
ing place, and the great economic and 
social unrest affecting the Continent, 
this possibility merits serious considera- 
tion. 

But barring the extraordinary, from 
a more normal and longer-term point 
of view, indications are that the flow to 
this country is about over. A trend in 
the opposite direction is to be expected. 
So many more francs and guilders can 
be exchanged for the same American 
dollar that it is only a question of time 
before gold starts slipping out of the 
United States. Also, further currency 
cutting on this side of the Atlantic, 
while hardly a probability, is still 
possible. 
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Eventually, business recovery and 
rising security prices in France, Hol- 
land and Switzerland may attract long- 
term capital back. So, when the initial 
unsettlement has disappeared, exports 
of bullion may be expected. What we 
must now attempt to determine is the 
extent of the drain and our ability to 
meet this loss without shock. 

Just when the tide of gold will again 
be running regularly to the Old World 
cannot definitely be stated. The post- 
war stabilization of the French franc 
did not witness an immediate repatria- 
tion of funds. And then, in contrast to 
present conditions, French politics were 
relatively more stable and pledges had 
been made to achieve a_ balanced 
budget. Conditions were also relatively 
more favorable when the United States 
returned to a modified international 
gold standard in 1934. But many 


months elapsed before American capi- 
tal returned in volume. Comparatively, 
therefore, the present French set-up has 
much less to offer—so that at least an 
equal degree of lag may be expected in 


gold shipments now. 

But some balances are already being 
remitted. Among such are the spare 
working capital funds of French busi- 
ness enterprises sent here to avoid de- 
preciation. These are being accom- 
panied by those balances borrowed 
some time ago by European nationals 
from their own financial institutions. 
Such funds were shipped here in antic- 
ipation of financial trouble. Interest 
costs encouraged liquidation of these 
loans as soon as profits could be real- 
ized on the re-exchange of currencies. 

Portfolio managers have sought to 
analyze the recent devaluations with a 
view to determining their effect, if any, 
on bond accounts. For, even from a 
domestic angle, the bogey of deprecia- 
tion is very real. It is evident that the 
flow of funds abroad must first be felt 
in a contraction of institutional de- 
posits; in turn, this would tend to re- 
duce the volume of excess reserves. If 
such a trend persisted, a corresponding 
tightening in money rates would appear 
and prices of fixed income securities 
would weaken. 
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But in considering the credit angle, 
the following factors must not be over- 
looked. To a certain extent, the effect 
of this year’s huge imports of gold have 
been neutralized by the increase in re- 
serve requirements; the effect of the 
overflow, consequently, can be compen- 
sated by the reverse process—by restor- 
ing the original banking ratios. Further- 
more, it seems unlikely that Treasury 
officials, in view of heavy refunding op- 
erations yet to be completed within the 
next few years, would permit a material 
tightening in money rates. Present 
policy is opposed to such a rise. That 
Treasury and Federal Reserve author- 
ities are fully capable of controlling 
the credit situation within the limits of 
their desires, is fully appreciated by 
members of the banking fraternity. 

The loss of gold itself is no cause 
for alarm. The presence of excessive 
amounts of foreign bullion here is detri- 
mental rather than beneficial, for it un- 
duly subjects the domestic money mar- 
ket to the influence of international 
affairs. With eleven billion dollars of 
the precious metal, our financial struc- 
ture is more than amply protected. As 
far as disturbance to the banking sys- 
tem is concerned, the gold holdings of 
the American stabilization fund are 
more than sufficient to offset any ship- 
ments to Europe. 

It is of interest to note that, at the 
close of 1935, bond holdings of foreign 
investors were estimated at a par value 
of $607,000,000 by the Department of 
Commerce. 16:per cent. of this total 
were in default as to both principal and 
interest. Holland was the largest in- 
vestor, owning $220,000,000 of these 
securities. Great Britain’s total was 
$93,000,000, Switzerland’s, $65,000,000, 
while France’s sum was aggregated at 
$53,000,000. $313,000,000 were esti- 
mated to be in railroad bonds while 
public utility obligations were believed 
to be $180,000,000. 

High grade bonds eased slightly for 
a day or two following notice of the 
French and Swiss determination to de- 
value. This was attributed to minor 
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liquidation from European accounts and 
anticipatory selling by domestic in- 
vestors—the latter seeking to take ad- 
vantage of lower prices later on. This 
was soon followed, however, by a recov- 
ery of the decline as widespread selling 
proved absent. For the future, whether 
further unsettlement remains in store 
for the bond market, only time can 
tell. Nevertheless, any variation in in- 
terest rates, as a direct result of the 
international readjustment, seems likely 
to be small. There is little reason to 
believe that the collapse of the gold 
bloc will itself be immediately respon- 
sible for a material advance in high- 
grade bond yields. Domestic forces are 
still of primary significance and para- 
mount importance. 

It must be realized that, for the pres- 
ent, the following are among the de- 
cisive factors precluding the advent of 
a bear market in bonds. 

1—Absence of the currency type of 
inflationary sentiment. Orthodox finan- 


cial policies are being pursued and a 
gradual balancing of the budget is in 


prospect. 

2—Money rates seem likely to con- 
tinue easy and the supply of funds for 
investment plentiful. As already stated, 
Treasury policy is opposed to a harden- 
ing of rates. Excess reserves are un- 
likely to be impaired to any great ex- 
tent. 

3—While the supply of capital re- 
mains high, the supply of new capital 
issues remains relatively low. To date, 
the majority of corporate flotations have 
consisted of refunding issues. The small 
proportion of “new money” obligations 
sold have been partially compensated 
by the repayment of outstanding bonds 
out of corporate surpluses. While 
larger demands on the money market 
may be expected in the course of time, 
heavy sales of new securities are not ex- 
pected just yet. 

Although offering little incentive for 
purchase at present high levels, prices 
of gilt-edge securities are expected to 
remain relatively stable over the near 
term. 





FINANCIAL SITUATION ABROAD 
A Monthly Survey 


The General Situation 
EVALUATION of the French franc 


and other gold bloc currencies has 

been the outstanding event in for- 
eign financial circles in the past few 
weeks. 

This action, which has been expected 
for some time, was heralded by a state- 
ment made by what were styled “the 
three great democracies’ —France, Great 
Britain and the United States—declar- 
ing in exceedingly solemn language the 
engagements into which they proposed 
to enter in order to prevent undue fluc- 
tuations in the exchanges. 

Since no one of the countries named 
is a democracy—England being a mon- 
archy and France and United States 
republics—one cannot escape wondering 
if the sponsors of this statement have 
as clear a knowledge of money as they 
have of their respective forms of govern- 
ment. 

In sum, after all the maze of tech- 
nicalities is swept aside, the plan looks 
to the joint employment of a stabiliza- 
tion fund possessed by the three coun- 
tries in preventing excessive fluctuation 
between the currencies of the countries 
participating in the agreement. 

The French stabilization fund, like 
that of the United States, was obtained 
by the “profit” accruing from devalua- 
tion of the currency. 


As the devaluation of the French 
franc might have an unfortunate effect 
in increasing prices, and thus in adding 
to the cost of living of the French peo- 
ple, there has been a sharp reduction of 
tariff duties on several classes of goods 
imported into France. 

By the Secretary of the Treasury of 
the United States the agreement is de- 
scribed as “a new type of gold stand- 
ard.” Unlike the old gold standard, 
which under fairly normal conditions 
operated automatically, “the new type 
of gold standard” will depend for its 
effectual operation upon a considerable 
degree of manipulation by the financial 
authorities of the three countries. These 
operations will be conducted secretly, 
and the pact is on a day-to-day basis. 
subject to cancellation on twenty-four 
hours’ notice. 

It is expected that, as a result of 
this agreement, gold exports from the 
United States on a considerable scale 
will take place in the near future; but 
with a gold stock now in excess of 
eleven billion dollars, and with bank 
reserves still excessive, such exports are 
rather to be welcomed than feared. 

The agreement, if worked success- 
fully, will not only tend to cure extreme 
fluctuations in the exchange rates be- 
tween the countries concerned, and thus 
make foreign trade easier, but it may 
finally work so as to end exchange re- 
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strictions, quotas, and other devices 
hampering international trade. 

Viewed in its major aspect, the move 
is to be commended as indicative of a 
willingness to codperate rather than to 
engage in a currency battle likely ulti- 
mately to prove harmful to all con- 
cerned in it. 

Spain continues in the grip of a revo- 
lution, no decisive result having as yet 
been reached by the conflicting forces. 
Strong protests have occurred on the 
part of Russia against what that coun- 
try regards as aid to the rebel forces by 
Germany and Italy. 

European politics enters on a new 
phase by the breaking away of Belgium 
from an alliance with France. 


Great Britain 


New capital issues in the United King- 
dom, as shown in the compilation made 
by the Midland Bank Limited, aggre- 
gated £139,581,000 for the eight months 
ended August 31, 1936, compared with 
£146,636,000 for the same period of 
1935. Foreign issues for the first period 
represented a total of £2,333,000, com- 
pared with £2,664,000 for the second 
period, 

Commenting on the British trade re- 
turns, the Westminster Bank Review in 
its September issue finds that the visible 
adverse balance of trade continues to 
grow at a faster rate than in 1935, and 
now amounts to £211,764,633, as com- 
pared with £164,564,018 at the corre- 


sponding time last year. 


That the gold standard will finally 
be reéstablished in Great Britain is the 
opinion of Neville Chamberlain, Chan- 
cellor of the Exchequer. But in express- 
ing this view, he stated that before this 
could take place steps would have to 
be taken to counteract the effect on 
prices due to the fluctuating value of 
gold. Financial sentiment does not, ap- 
parently, favor an early return to the 
gold standard. 

Too much, according to The Statist, 
is being expected from the new stabil- 
ization agreement made by France, 
Great Britain and the United States. In 
its issue of October 3, The Statist says: 


Exaggerated views which have been ex- 
pressed in many quarters during the pres- 
ent week that this international agreement 
is tantamount to currency stabilization pure 
and simple should be discounted. The dec- 
laration is deliberately vague in its word- 
ing; there is a promise only to do all that 
is possible to prevent dislocations in the 
exchanges; there is, of course—and it is 
very desirable that it should be sc—no 
tying of sterling to any international stand- 
ard of value. Nevertheless, when so much 
is said, great importance must be attached 
to this document. Apart entirely from the 
promotion of steps to free international 
trade—and about these steps one must 
temper optimism with caution—the deter- 
mination to establish mutual working be- 
tween the three large Exchange Equaliza- 
tion Funds is a step of great significance. 
So far we cannot say how that determina- 
tion will translate itself into practice, but 
the signs during this present week have 
been favorable. 


Reviewing the industrial situation in 
its September issue, the Monthly Review 
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of Lloyds Bank Limited states that re- 
cent figures show a new high record 
of insured workers, and that the im- 
provement is spread over most indus- 
tries. Numerous evidences of the in- 
crease of purchasing power are also 
noted. Capital goods industries remain 
especially active. 


Denmark 


Exports, January-July, 1936, 779,100,- 
000 Kr.; imports, 787,900,000 Kr. Ex- 
ports for same period in 1935, 710,- 
300,000; imports, 750,900,000. 

On September 2 Kr. 12,500,000 shares 
in Den Danske Landmandsbank were 
offered to the public. Since 1928 the 
state has been the sole owner of the 
share capital of the bank, which 
amounts to Kr. 50,000,000. But as the 
bank has strengthened its position for 
a number of years, the parties of the 
Rigsdag agreed last spring, on the occa- 
sion of the negotiations regarding a re- 
arrangement of the Nationalbank, that 
a block of Kr. 12,500,000. Landsmands- 
bank shares should be offered to the 
public at a suitable opportunity. This 
sale took place early in September at 
a price of 120 per cent. and the de- 
mand was so considerable that the 
amount was over subscribed in one day. 


France 


NATURALLY, the devaluation of the 
franc, long impending, and which was 
announced on September 26, has been 
the outstanding event in French finan- 
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cial circles lately. The new franc was 
announced as between the limits of 49 
and 43 milligrammes of gold nine- 
tenths fine compared with 65.5 milli- 
grammes, representing the former gold 
franc. A stabilization fund of 10 bil- 
lion francs was also created. 

Late in October the Bank of France 
announced a reduction from 214 to 2 
per cent. in its rate of discount, the rate 
for loans against securities remaining 
at 344 per cent. 

Even before devaluation, the rise of 
the cost of living had become such as to 
cause concern, and since this rise, it 
was considered, would be accelerated by 
devaluation, a reduction in duties on 
imports was announced as part of the 
plan to keep down the advance in 
prices. Between May, 1935, and Sep- 
tember, 1936, the wholesale index had 
risen by 20 per cent. and the retail by 
13 per cent. 


Holland 


COMMENTING on the price level in vari- 
ous countries, the Monthly Review of 
Rotterdamsche Bankvereeniging says 
that taking the Dutch wholesale price 
index in 1935 as 100, we see that this 
index in Germany is 22 per cent., in 
Switzerland 15 per cent., and in France 
9 per cent. higher than in Holland, that, 
however, the index of the devaluation 
countries is below the Dutch level: in 
Great Britain by 19 per cent., in the 
United States by 17 per cent., and in 
Belgium by 9 per cent. 
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Christiania Bank og Kreditkasse 


Oslo, Norway 


Founded 1848. Telegraphic address: Kreditkassen 


First established 
private bank in 
Norway 


BANKING BUSINESS OF EVERY 
DESCRIPTION TRANSACTED 


Paid up capital 
and reserve funds 
Kr. 40,000,000 


New York Agents: 


The National City Bank, Guaranty Trust Company, Irving Trust Company and 
The Chase National Bank 


Mexico 


THE Ministry of Finance has confirmed 
resolutions adopted by the board of di- 
rectors of the Bank of Mexico for regu- 
larizing the monetary situation of the 
country, and its metallic reserves. The 
resolutions in question are as follows: 


I. That four standing committees be 
created, to be known as the rediscount 
committee, exchange and currency com- 
mittee, public credit and banking com- 
mittee, and administration committee. 
The committee on operations will be 
the only one of an executive character; 
the others will discharge advisory func- 
tions only. 

II. The necessary members of said 
four committees will be appointed at 
once, to take up their work pursuant to 
the organic law for the Bank of Mexico, 
recently enacted. 

III. The exchange and currency com- 
mittee moved, its proposition having 
been accepted, that metallic reserves be 
raised to the value of 185,966,719.00 
pesos, 

IV. Said committee moved, its pro- 
posal having been favorably acted 
upon, that a new issue of notes be made 
of the following denominations: 
1000.00 peso notes to the amount of 

40,000,000.00 pesos, 500.00 
peso notes to the amount of 20,000,- 
000.00, and 1000.00 peso notes to the 
amount of 50,000,000.00 pesos. 

V. On motion of the exchange and 
currency committee, 175,389,392.00 
pesos will be put back into circulation; 
this sum appeared as part of the re- 
Sources of the old monetary reserve, 


figured at the commercial value on its 
content in ounces of fine silver. 

VI. Lastly, and in view of the urgent 
necessity of regularizing the monetary 
situation and metallic reserves, the 
Bank of Mexico applied to and obtained 
from the Ministry of Finance permis- 
sion to carry the above-mentioned reso- 
lutions into effect. 


Poland 


ALTHOUGH Poland had, for some time, 
been shaping its political policy away 
from that of close connection with 
France, lately a return to the French 
accord has taken place. 


The Argentine 


From its branch at Buenos Aires the 
First National Bank of Boston has re- 
ceived the following information, under 
date of October 8: 

Exports are moving out in large vol- 
ume, crop prospects are good, recent 
heavy rains have been general, bonds 
are firm, most raw material prices are 
high and future chartering of ocean 
freight continues active. The August 
favorable trade balance reached the 
high figure of m$n 33,977,715 thanks 
to a combination of heavier exports and 
increased prices. The two most im- 
portant pieces of legislation enacted by 
the Chamber of Deputies and the Sen- 
ate are the transport codrdination law 
and the extension for another two years 
of the mortgage moratorium, providing 
for interest not higher than 6 per cent. 
and suspension of amortization. The 
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Mn }ydeet law for 1937, calling for an in- 


“We started an analysis of our bank 
(which we had been wanting to do for 
some time) and after discussing it with 
some of my associates we felt that your 
formula is the best that we have been 
able to procure and because of the sim- 
plicity and the fullness with which all of 
the details were covered we decided to 
follow the outline given in your book.” 


L. W. BISHOP, Comptroller, 


State-Planters Bank & Trust Co., 
Richmond, Va. 


HOW 
TO OBTAIN 
BANK COSTS 


By 
E. S. WOOLLEY 
With a Foreword by 


CARL K. WITHERS 


Commissioner of Banking 
State of New Jersey 


Here at last is a book which will enable 
you to analyze your bank by a method 
which is both simple and complete. Here 
is described in minute detail and with a 
wealth of illustrations a simple method for 
obtaining bank costs and for installing a 
system of bank cost accounting as an aid 
to effective management. 


That this book covers its field and fills a 
long-felt want is demonstrated by the fore- 
word by Carl K. Withers Commissioner of 
—* and Insurance of the State of New 

ersey. 


Your name and address on the coupon 
below will bring this book to your desk 
on 5 days’ approval. 


“SNKERS PUBLISHING COMPANY 
465 Main St., Cambridge, Mass. 


You may send me on approval a copy 
of “How to Obtain Bank Costs” by E. 8. 
Woolley. At the end of 5 days I will 
either remit $5 or return the book. 


crease of only 4,000,000 pesos over this 
year, was submitted to Congress yester- 
day and, because of the comparatively 
slight changes involved, may go through 
both Houses today. 

The August combined bank statement 
shows: 

m$n 
41,000,000 
14,000,000 

2,000,000 


Deposits up 
Loans down 

Cash down 

Cash reserve 31.5 


The Central Bank statement of Sep- 

tember 15 shows: 
m$n 

Gold and exchange ......... 1,357,760,004 
Rediscounts (rate 314%) nil 
Treasury bonds 76,150,000 
Currency in circulation 

(z) 1,208,898,818 
Deposits 560,424,216 
Reserve against currency 136.2 
Reserve against combined currency and 

deposits 87.1 
(z) includes Government backed sub- 

sidiary coinage for m$n 211,783,658. 


Turkey 


THE Monthly Circular of the Ottoman 
Bank contains the information that the 
Turkish budget for 1936 estimates reve- 
nues at Ltq. 212,764,000, an increase 
of Ltq. 17,751,000 over 1935.  Esti- 
mates of expenditures for 1936 are Ltq. 
212,755,580, an increase of Ltq. 17,- 
774,527 over 1935. 


© 


IMPERIAL BANK OF IRAN. At an ex- 
traordinary general meeting of members 
of the Imperial Bank of Iran held at 
33 and 36 King William Street, E.C.4, 
London, October 2, 1936, the special 
resolutions passed at the meeting on 
September 16, 1936, accepting the sup- 
plemental royal charter dated July 21, 
1936, whereby the capital is increased 
to £1,000,000, and giving effect to cer- 
tain changes in the bank’s deed of settle- 
ment, were unanimously confirmed. 





» in CANADA— 














SERVING CITY AND COUNTRY ALIKE 


BANK OF MONTREAL 


Established 1817 
OVER 500 BRANCHES IN CANADA 
Head Office: Montreal 


New York Agency: 64 Wall St. 


Chicago Office: 27 South La Salle St. 


San Francisco Office: 333 California St. 


Current Conditions in Canada 


N a survey of economic conditions 

in Canada in the first eight months 

of this year by the Dominion 
Bureau of Statistics, evidence of con- 
siderable improvement is found, says 
the Monthly Letter of the Bank of 
Montreal, dated October 23. Most of 
the factors whose movements are con- 
sidered significant showed advances in 
this period. Only eight out of forty- 
eight showed declines. The movement 
stressed in the survey is the marked 
gain in productive operations, the 
physical volume of business advancing 
nearly 8 per cent. Strength was also 
shown in the market price of high-grade 
bonds which reached “a new high point 
for the period of observation from the 
beginning of the century.” Common 
stock prices were well above the 1935 
level. Wholesale prices advanced in 
July and August, partly reflected crop 
shortages attributable to unfavorable 


weather conditions. The level of em- 
ployment in 1936 has been considerably 
higher than in the previous year, the 
gain in manufacturing plants having 
continued without important interrup- 
tion since the turning point of the em- 
ployment cycle was reached in May of 
1933. A 7 per cent. increase in the in- 
dex of manufacturing employment oc- 
curred during the present year and on 
September 1 there was a gain of 5.1 
per cent. over the figure for the same 
date of 1935, most of the principal in- 
dustries having recalled their working 
forces in considerable numbers. Notable 
increases were shown in the iron and 
steel, textile and lumber industries, 
with gains being recorded also in min- 
ing, building construction, et cetera. In 
this eight-month period, the revival in 
productive operations which began in 
the first quarter of 1933 and was con- 
tinued in the two following years was 
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carried still further, the net result be- 
ing that the index of the physical vol- 
ume of business on the basis of 
1926 averaged 108.2 compared with 
100.5 in the first eight months of last 
year. This 8 per cent. covered a gen- 
eral betterment in mineral production, 
manufacturing, construction, electric 
power output, and distribution. 
Reviewing general conditions in its 
Monthly Commercial Letter for Octo- 
ber, the Canadian Bank of Commerce 
says that industrial operations have 
again expanded. While the rate of in- 
crease seems to be less than in August, 
the improvement is more widespread as 
the steel, automobile and allied indus- 
tries have become more active as a re- 
sult of seasonal influences. Moreover, 
construction contracts awarded in Sep- 
tember, valued at 1614 million dollars, 
were the third largest for any month 
of the current year and exceeded those 
for this August and for September 1935. 
The increase over the preceding month 
was due to awards for public works, as 
new private projects declined, while 


contracts of all classes, except for busi- 
ness premises, were larger than in Sep- 


tember of last year. In comparison 
with a month ago, more than one-fifth 
of the industries included in our records 
increased their operations, while two- 
thirds were on the same production 
schedules (mostly at or near capacity 
levels) as in August. An even more 
favorable record appears in compari- 
son with September 1935, for over 
half of the units in the entire group are 
now working at a greater pace, and 
about 30 per cent. have been able to 
maintain production on a scale equal to 
that of a year ago. 

Mining has also increased, not only 
as a result of a seasonal upturn in the 
coal fields, but also because of exten- 
sions to plants at some base metal prop- 
erties and of an expansion in gold- 
mining facilities. 

Following the most active summer 
foreign trade since 1930, exports have 
continued upward as the busiest season 
for this branch of business opened. 

Ontario has experienced the most 


favorable weather conditions since the 
spring, and while these will not mate- 
rially alter the present estimates of 
most crops (grains, for example) they 
have served to offset partially the sev- 
ere drought losses of July and August. 
Thus, late vegetables and tree fruits 
have improved greatly, while pastures 
have been restored to good condition; 
it is to be hoped that they will continue 
available for grazing for some weeks 
yet so as to shorten the barn feeding 
season in those sections where feed 
grain supplies are below normal. Un- 
fortunately, the tobacco crop, which had 
to contend with many early vicissi- 
tudes, was partly damaged by frost late 
in September and now promises to be 
about half of last year’s yield, notwith- 
standing a large increase in the acre- 
age. Autumn field work has progressed 
rapidly and winter grain planting is 
now expected to be on a larger scale 
than a year ago. Harvesting in the 
Eastern Provinces has been made diff- 
cult by wet weather, particularly in the 
Maritimes; two important crops in the 
latter area, apples and potatoes, have 
been affected by disease and merchant- 
able crops are smaller than expected. 


Harvesting in the Prairie Provinces 
has proceeded with only one long in- 
terruption, caused by stormy and frosty 
weather early in September, which 
lowered the grades of unthreshed grain, 
mainly in the Peace River district. 
Threshing of wheat was practically 
completed by the third week of the 
month, except in some northern sec- 
tions, where such work was delayed by 
the inclement weather just noted, but 
has since been resumed. Threshing of 
coarse grains is also well advanced. 
Probably not more than 10 per cent. of 
all the grains remains unthreshed. 
While the generally fair weather of the 
past two months has been a boon in 
preserving the high quality of the grains 
which survived the drought, it has left 
pastures and ranges in subnormal con- 
dition and has caused concern as to 
the moisture reserves for next year's 
crops; heavy precipitation during the 
next six weeks is therefore required. 
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Unemployment in Canada was con- 
sidered in the September issue of the 
monthly publication issued by the 
Royal Bank of Canada. It places the 
number of unemployed in the Domin- 
ion (July 1, 1936) at from 600,000 to 
750.000. This estimate was made at 
a time when the seasonal factor was 
favorable to a high level of employ- 
ment. The publication adds that the 


calculated figure of unemployment for 
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this date was 625.000 but the figure 
750,000 allows for a margin of error 
of about 20 per cent. While this estimate 
may seem high, it is the best obtain- 
able with the statistics now available. 
If one examines the method by which 
it was derived and calculates the amount 
of unemployment at various critical 
dates by the same method, the internal 
evidence suggests that this estimate is 
fairly reasonable. 


The American Experiment 


By A. PxHiLip ANDERSON 
Head of the Foreign Department of the British Linen Bank, Glasgow 


It has been left to the United States 
to experiment in the direction of a 
fully managed currency. In_ that 
country the blame of the depression 
was laid entirely upon the monetary 
system, which is like saying that bron- 
chitis is caused by a cough. The mone- 
tary ailments were symptomatic and not 
causative. On the advent of the Roose- 
velt Administration in 1933, the gold 
standard was abrogated, and the Presi- 
dent and his advisers embarked upon 
a huge program of inflation. It may 
be thought that, having regard to 
America’s gold holdings, and the fact 
that the proportion of these to note cir- 
culation was enormously in excess of 
legal requirements, credit might have 
been sufficiently expanded within the 
boundaries of the gold standard system. 
The President had a disgruntled people 
to appease, however, and they, to use 
one of their own expressive sayings, 
wanted a calf with five legs. Hence the 
unorthodox measures. The immediate 
aim was, and still is, to raise prices, 
and there has been much talk of ulti- 
mately establishing what is variously 
termed a “dollar of constant purchas- 
ing power,” or a “commodity dollar,” 

or a “dollar of variable gold content.’ 

There have been several ‘phases of i 


experiment. The gold content of the 
dollar has been reduced, and the dollar 
is meantime again anchored to gold. The 
effort to raise prices is now being made 
by remonetization of silver. 

The entire issue of the so-called New 
Deal remains in doubt, and it would be 
wrong to imagine that its advocates 
have the entire population of America 
behind them. From its inception, strong 
and reasoned criticism has been con- 
sistently directed against it by promi- 
nent and public-spirited citizens. As re- 
gards the monetary experiments, since 
mankind so far has shown itself unable 
to manage the comparatively simple 
mechanism of the gold standard, or to 
adapt it to modern requirements, it may 
be doubted whether the grandiose and 
complicated machinery of the currency 
reformers can be put into successful! 
operation. The advocates of many cur- 
rency schemes refuse to admit that the 
probable effects of putting their pro- 
posals into practice are incalculable, 
there being lack of recognition that the 
modern economic structure is a complex 
organism, many of the workings of 
which are as yet imperfectly understood 
even by those who have most knowledge 
of them.—The Scottish Bankers Maga- 
zine, 





ADVERTISING AND PUBLIC RELATIONS 
Guest Editor, Dudley L. Parsons 


Bank Advertising in 1846 


N 1846, James K. Polk was president, 
and there was the Mexican War. 
More prominently featured in met- 

ropolitan daily newspapers, however, 
was a column entitled “Disasters’”—de- 
voted, of course, to the maritime troubles 
and emphasizing, by contrast, safety at 
sea today. In scores of editions of the 
New York Sun recently examined, this 
column was never missing and some- 
times extended nearly the full length of 
the page. In January, there was a news 
item to the effect that a new locomotive 
“has been built by Mr. Baldwin to make 
the astounding speed of thirty-five miles 
per hour and can do forty miles per 
hour if pressed.” 

Banking was in a state comparable 
to that of transportation. A weekly 
feature of the newspapers of 1846 was 
a list of “Closed, Fraudulent and 
Broken Banks” which occupied a third 
of a column in contrast to the stock ex- 
change list published daily in one- 
eighth of a column. The banks still 
issued their own individual notes which, 
unfortunately, were not always worth 
their face value, for another weekly fea- 
ture was the bank note list, occupying 
the unusual space of one and one-half 
columns and indicating the discount 
rate for the notes of each bank in the 
country. During 1846, roughly a little 
better than half of the banks were suf- 
ficiently good to have their notes quoted 
at par. Apparently it was also news 
that government deposits in the banks 
of certain financial centers were prob- 
ably safe and the Sun also found it was 
performing a wanted service by adver- 
tising that it would cash the bills of New 
York City banks for silver. 

Advertising, too, was in a similar 
state. Although tiny wood cuts were 
used to distinguish certain classifica- 
tions—such as a uniform picture of a 
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house in every real estate ad, display 
advertising had not yet become gener- 
ally acceptable to newspapers. The 
backbone of the advertising columns 
and the chief supporters of the news- 
papers were patent medicine sellers. 
What they lacked in display, they made © 
up by frankness and by the extrava- 
gance of their claims. Thus, Grim- 
stone’s Eye Snuff was hardly treading 
on the toes of its competitors when it 
claimed, “Wonderful Discovery !—Sight 
restored, nervous headache and deaf- 
ness cured.” Although practically all 
commercial activities of the time were 
represented by advertising, the follow- 
ing categories were probably the next 
most prominent: Amusements and balls, 
retail sales, real estate and rooms for 
rent, mortgage and pawn shop, coal and 
gas, lost and found, help, fortune tellers, 
travel, insurance, legal and meeting 
notices, teeth, and rags. 


A Cross Section of Advertising 


Against this background, it would be 
interesting to delineate a cross section 
of bank advertising for a single month 
of the year as culled from New York 
City newspapers. Together with a few 
enlightening news items, these are given 
in order as found. 


ADVERTISEMENT 


Greenwich Savings Bank—11 Sixth Avenue 
—January interest for 1846—The Board of 
Trustees hereby give notice to the depositors 
that they have declared the usual semi- 
annual interest of 5 per cent. per annum 
on all sums less than $500 and 4% per an- 
num on sums of $500 and upwards, payable 
at the Bank during Bank hours on and 
after the 19th inst. All interest not called 
for will be credited as principal and draw 
interest accordingly. Notice is also given 
that the Bank is open for the reception of 
depositors and the payment of drafts, three 
days in each week, viz: on Mondays, Wed- 
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nesdays and Fridays from 5 to 7 o'clock in 
the afternoon. 
By Order of the Board 

Abraham Van Nest, President 
Clinton Gilbert 
Edward N. Pigot 
Secretaries 
New York, Jan. 10, 1846 


EDITORIAL 


Judge Randall of the U. S. District Court 
had another attack yesterday of apoplexy. 
Reported to be resting easy today. 


*NEWS ITEMS 


Dividends—The Union Bank of New Lon- 
don, 54% for the past six months; the 
Whaling Bank 3%, and the New Lendon 
Bank $2 per share on $62.50 paid in. 

The Ohio Life Insurance and Trust Com- 
pany have declared a dividend of 4%, pay- 
able cn or after the 22nd inst. 

The Bank of Kentucky has declared a 
dividend of 24% per share. 

The Merchants Bank of Poughkeepsie has 
declared a dividend of 4% for the last six 
months, payable on the 15th inst. 

The President and Directors of the Mer- 
chants Exchange Bank have declared a 
semi-annual dividend of 34% on the capital 
stock, payable on demand. 

The Lafayette Bank of Cincinnati has de- 
clared a dividend of 3%, payable to the 
New York stockholders on the 20th at the 
Bank of America. 


ADVERTISEMENT 


Bank for Savings, No. 107, Chambers 
Street—The depositors in the Bank for Sav- 
ings are informed that interest at the rate 
of 5% per annum on all depositors’ accounts 
amounting to $5 and less than $500; and 
interest at the rate of 4% per annum on 
all sums amounting to $500 or more, for the 
last six months, ending on the 3lst Decem- 
ber last, will be paid at the Bank on Cham- 
bers Street on Monday, the 19th inst. be- 
tween the hours of 4 and 6 P. M. or on 
any of the business days thereafter. All in- 
terest will be placed to the credit of de- 
positors’ accounts, as principal, and interest 
allowed thereon. 

By Order of the Board of Trustee: 
James DePeyster Ogden, Secretary 

Notice—The Bank of Savings is open on 
Monday, Wednesday, Friday and Saturday 
for the transaction of business. from 4 to 6 
o'clock in the afternoon. On Friday for 
females exclusively. 

Books may be left at the Bank to have 
the interest thereon any day (except Sun- 
day) between the hours of 9 and 2 o'clock, 
on snd after the second Monday of January 


'hese may or may not have been paid 
tivements—the distinction was not al- 
Ways clearly made. 


adv: 


and July, which will be returned in one 
week, during the same hours, 
James DePeyster Ogden, Secretary 
NEWS ITEM 
The Phoenix Bank yesterday did business 
in their new building. The banking room 
is in the rear, lighted chiefly from overhead, 
and better for use than the old room, 
though by the arrangement of the new 


building, the front and most valuable parts 
are to rent, ana will bring a large income. 


tADVERTISEMENT 


The Trustees of the Seaman’s Bank for 
Savings have ordered that interest be paid 
all depositors that according to the by-laws 
are entitled thereto, for the six months end- 
ing 3lst Dec. 1845, as follows:—on sums of 
$1000 and under, 6% per annum, on sums 
exceeding $1000 5% per annum, payable on 
and after the 26th inst. Interest not called 
for will be placed to the credit of depositors 
as principal. 

William Nelson, Secretary 
NEWS ITEM 

Bank Robbery—On Friday about 2 
o’clock a parcel containing $2800 was stolen 
from the desk of the teller of the Boston 
Bank, in bills of that Bank. They had only 
been brought in from the Globe Bank a 
few minutes before they were missed. The 
officers of the Bank unadvisedly kept the 
affair quiet for several days and thus af- 
forded the thief the opportunity to work 
the money off abroad. On the day of the 
robbery, four notorious New York thieves 
were seen in State Street. 


ADVERTISEMENT 


James W. Roosevelt (Pound Keeper) ad- 
vertised for auction a cow with its horns 
turned in. 


ADVERTISEMENT 
The Merchants Exchange Bank advertised 
a list of stolen bank notes. 
HUMANITARIAN NOTE 


The State of Merryland (sic) reports that 
it has expended the sum of $147,950 trans- 
porting free people of colour to Siberia. 


Although a typical advertising rate 
was six lines for fifty cents, or less than 
$2.00 for the average ad, banks gener- 
ally, especially commercial banks, were 
obviously disinclined to make known 
in print their appeal to the public. 


+This advertisement, published several 
times, was variously listed under “Wants,” 
“Insurance” and “Schools.” 





THE BANKERS MAGAZINE 


A 
NAME 
OF 
FAME 


Ox E OF THE world’s finest 
addresses, identified with 
the patronage of social and 
commercial leaders. Newly 
furnished . . . exquisitely 
decorated. From $3.50 sin- 
gle, $5 double, $8 suites. 


Dhe 
“A NDERBILT 
HOTEL 


PARK AVE., AT 34th ST.,N. Y. 








With their public relations bad and 
bank regulation notoriously a political 
football, no attempt was made by public 
education to forestall popular hatred 
and unwise legislation—both being en- 
joyed then and generally thenceforward 
in full measure. 

In the ninety years that have elapsed 
the improvement in the best bank ad- 
vertising—as signaled monthly in this 
column—has been both remarkable and 
praiseworthy from every angle. Never- 
theless, all too few institutions have 
shown any appreciable advance in their 
advertising and, on the evidence, far too 
many still appear utterly indifferent to 
their public in spite of the lessons of 
history, in spite of our very recent ex- 
perience and in spite of the recognition 
recorded the necessity for good bank 
advertising by every important banking 
association. 

Much of the reason for this unfavor- 
able condition lies in a combination of 
causes, prominent among which might 
be cited the natural inertia of large or- 


ganizations in which too many officials 
may pass on policy and other matters; 
the natural bent of every true banker to 
value any business (including his own) 
from the standpoint of liquidation and, 
therefore, to belittle goodwill; timidity 
in the face of unproved ventures, and 
disability to appraise the effects of 
institutional advertising. 

If this discussion has served to em- 
phasize these conditions and the strength 
of the tradition underlying them, it also 
stresses what every financial advertis- 
ing man knows—that his hardest job is 
to educate his own people. He is, there- 
fore, grateful when his efforts along 
this line receive soundly conceived 
support. 


Bank Advertising at Work 


It is hard to imagine a bank with 178,- 
000 depositors and not a single dor- 
mant account—yet the East River Sav- 
ing Bank of New York has actually 
such a record. While it thus did not 
need to advertise dormant accounts— 


New York law requires advertising for 
depositors after twenty years of “sleep” 
— it advertised, anyway, using, naturally 
enough, a Rip Van Winkle theme which 
served to dramatize this truly wonder- 
ful record and emphasize the care and 
attention given by East River to its 


depositors. It is interesting to specu- 
late on the advertising possibilities in- 
herent in this single fact. It could 
probably successfully serve as copy ma- 
terial for many months but we happen 
to know that the East River also has 
other interesting stories ready to tell. 

“What Is Big Business?” is the title 
of number twenty of the Banking and 
Public Welfare series of advertisements 
published in local newspapers by the 
First National Bank of Atlanta. This 
series, which is educational in purpose 
and effect, comprises interesting exposi- 
tions in laymen’s terms of the functions 
of business and finance. Obviously, it 
is not only good advertising for the in- 
stitution but a public service which more 
banks would do well to emulate. The 
keynote of the copy at hand is “ ‘big 
business’ is ‘little business’ grown big 
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through public usefulness’—a theme 
which is expanded with simplicity, di- 
rectness, plausibility and a natural tie- 
up with the institution. 

But banking is not limited to big busi- 
ness, for we see that the Fidelity Union 
Trust Company “invites small accounts” 
in big display space in Newark, N. J., 
newspapers. While little is said, the 
point is most effectively driven home by 
appealing picturizations of a housewife, 
stenographer, housemaid, filling station 
attendant, surgeon, lawyer, surveyor and 
salesman—making it obvious that the 
accounts of such folk are desired. 

Lest we wander over-far from the 
question of education, the truly remark- 
able “Journal” of the Union and New 
Haven Trust Company cannot be men- 
tioned too often or praised too highly. 
If any reader of this column is still 
laboring under the delusion that the 
facts of banking and trust activities, as 
well as the theories and regulations 
governing such activities, are necessarily 
dull, he owes it to himself and to his 
institution to give this eight-page house 
organ his earnest attention. The August 
issue would instruct many of the so- 
called initiate in such diverse matters 
as why a lawyer should draw a will and 
why he must be selected by the maker 
of the will, the tempo of banking ac- 
tivity, information concerning certified 
checks, the meaning and significance 
of reserve requirements, a little of the 
theory motivating the care and control 
of real estate investments within trust 
funds, reasons for certain technicalities 
concerning signature cards, and the 
story of trust service rendered in a spe- 
cific reorganization. This is not all, 
but it is a whale of a lot for a little 
journal in which are also interspersed 
a calendar of bank events and significant 
news items. And let us say again that 
every line of type is good reading. 

The Bridgeport City Trust Company, 
Bridgeport, Conn., not only issues its 
statement of condition to customers each 
month but, in connection with the latest, 
has publicly evinced its sincere desire 
to be of service by asking, “How can 
we improve our service?” prominently 
in the folder. Quoting Burns’ well- 
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known lines, “O wad some Power the 
giftie gie us to see oursels as ithers 
see us! .. .”, it goes on to tell how and 
why and invites adverse as well as favor- 
able criticism for which a blank and 
postage-free envelope are enclosed. No 
signature is demanded while a very 
favorable impression is gained by the 
request that employes be not named in 
connection with unfavorable comment. 
One feels that a bank which would will- 
ingly put itself in the way of brickbats 
has nothing to hide and really means to 
help its clients. “Service” has been 
given so much lip service, it is refresh- 
ing to see a genuine gesture. 

Spanning the continent in the space 
between paragraphs, we find the United 
States National Bank of Portland, Ore., 
keeping its standards high with institu- 
tional copy showing its relationship 
with such divers activities as maritime 
shipping, agriculture, travel and the 
Pacific International Livestock Exposi- 
tion Horse Show and Rodeo. The most 
unusual aspect of this campaign is that 
the advertising itself was merchandised. 
Thus, proofs of the ad on travel were 
sent to executives in virtually every 
travel company in the bank’s territory; 
the one on agriculture and the one on 
the livestock exposition being sent to 
heads of chambers of commerce through- 
out Oregon and about every political 
officeholder of any importance, as well 
as to the heads of various large produce 
houses. The response was tremendous 
and goes to show once more that an 
advertising job is only half done when 
it appears in print. 

We are impressed by the number of 
arresting house organs which have come 
to us this month and the impression 
gains that banks are doing a better job 
generally with these publications than 
with any other single form of advertis- 
ing or publicity. One reason, of course, 
is that the effort required is necessarily 
continuous—a lesson in itself. This 
brings us face to face with “Property” 
of the Fidelity Trust Company of Pitts- 
burgh which, in its own words, is “De- 
voted to the Protection of Your Estate.” 
Its many articles are newsy, informa- 
tive and often of fundamental human 
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interest but related, always, to the serv- 
ices of a corporate trustee, the advan- 
tages of which are so obvious, when 
known, that the general dearth of pub- 
licity remains a continuing wonder. For 
just this reason we liked best of all the 
ad on the back cover of the October 
issue which tells a tremendous story in 
the title alone: “Because the roots go 
deep—and spread far.” 

And don’t think the savings banks 
aren't in the forefront with their pub- 
lications. A little more fundamental, 
perhaps, a little more popular in tone 
because they are aimed to dig down 
deeper, many obviously wear a success- 
ful appearance. Among these, we might 
signal “The Fort Madison Savings Bank 
News” (Wisconsin) which will soon 
celebrate its sixteenth birthday. On its 
pages humor, information and just plain 
homely common sense form a_back- 
ground for savings ideas which are 
given in a straightforward manner en- 
tirely free from “pussy-footing.” The 
keynote is struck right or the cover of 
the October number which consists of a 
cartoon showing an old ragamuffin feed- 
ing the squirrels in a park and philoso- 
phizing thus: “If I’d had as much sense 
about saving as you little fellers, I 
wouldn’t be in this fix today.” 

Comparing responses from the same 
list, The New York Trust Company re- 
ports that it has doubled the effective- 
ness of a book of revised statutes dis- 
tributed to lawyers by employing a new 
binding which facilitates the use of the 
volume as a book of reference. Com- 
bining a “Plastic” binding (“Spiral” or 
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New York City 


“Wiro” could have been used) with a 
traditional outside cover by use of a 
unique device, all the advantages were 
achieved of a book which will lie flat 
and hold its place when open, together 
with conservative appearance and a title 
on the backbone for filing in a book- 
case. 


yen 


BANK EMPLOYES AND SOCIAL 
SECURITY 


Isn’t it rather far-fetched legalism to 
classify a national bank as “an instru- 
mentality of the United States” under 
the scope of a law whose purpose is 
to give greater security of income to 
all employes wno can be covered by a 
practicable insurance plan? It was 
logical to exempt actual employes of 
the Federal Government, for they are 
protected by other laws long on the 
statute books. And under the Consti- 
tution it is impossible to levy taxes 
against state and local government for 
the protection of state and local civil 
servants. It is true that some banks 
have social security schemes of their 
own. So, probably, do some cracker 
barrel factories. But most banks do not, 
and it was the purpose of the social 
security law to extend that protection. 

The Internal Revenue Bureau’s rul- 
ing may be good law, but it is not good 
sense. We trust Congress will plug 
that loophole and give bank employes 
the same type of protection that is given 
employes of other business concerns.— 


New York World Telegram. 





BOOKS FOR BANKERS 


I’m FoR RoosEveLt. By Joseph P 
Kennedy. New York: Reynal and 
Hitchcock. $1.00. 


In this book the first chairman of the 
Securities and Exchange Commission 
tells why he supports the Roosevelt 
Administration. He reports that he has 
“examined carefully the nation’s bal- 
ance sheet and finds as a stockholder 
that the President’s policies have 
brought it out of bankruptcy.” 

“T have no political ambitions for 
myself or for my children,” says Mr. 
Kennedy, “and I put down these 
thoughts about our President, con- 
scious only of my concern as a father 
for the future of his family and my 
anxiety as a citizen that the facts about 
the President’s philosophy be not lost 
in a fog of unworthy emotion.” 


THE Bankinc SyYsTEMS OF GREAT 
BRITAIN, FRANCE, GERMANY AND THE 
Unirep STATES OF AMERICA. By 
Kenneth Mackenzie. Second Edition, 
Revised. Macmillan & Co., London, 
1935. XXII—269. $1.25. 


Tuts little book presents an excellent 
summary of the banking systems of 
the various countries listed in the title. 
It should be useful to those who are 
beginning the study of this subject, for 
it presents considerable essential in- 
formation in a brief compass. 

It is also of interest to American 
bankers as it gives them a view of these 
various systems from the standpoint of 
an Englishman. 


THe Reserve BANKS AND THE MONEY 
Market. By W. Randolph Burgess, 
New York: Harper & Brothers. Price 
$3.00. 

HaviING occupied a position with the 

Federal Reserve Bank of New York 

from its organization, and now being 

Vice-president of that institution, the 

author is well qualified to write of the 

Federal Reserve System from the stand- 

point of practical experience. But he 


is further qualified, and to an eminent 
degree, by the evidence of painstaking 
research and the fair-mindedness which 
every page of the book displays. 

While the volume was published 
originally in 1927, there have been so 
many changes both in the banking and 
monetary laws and in the general situa- 
tion as well to make almost a complete 
rewriting of the book essential. This 
has been thoroughly done, with the 
result that the treatment of the Federal 
Reserve System has been brought up to 
date, 

Those who advocate strict control of 
credit by the Federal Reserve will find 
that Dr. Burgess has pointed out the 
difficulties to be encountered in making 
such a policy effective. 

Member banks, and in fact all banks, 
are deeply concerned in the mechanism 
and operations of the Federal Reserve 
System. They will find in this volume 
an authoritative and eminently fair pres- 
entation of the information necessary 
to a clear understanding of all perti- 
nent facts relating to the system. 


Is THERE ENoucH Gotp? By Charles 
O. Hardy, Washington: The Brook- 
ings Institution, 1936. Pp. X-212. 
$1.50. 


PERHAPS no erroneous economic theory 
has had greater ill effect on this 
country than that advanced by Profes- 
sors Warren and Pearson, a_ theory 
which has been a major cause leading 
to the reduction of the gold value of 
the dollar by approximately 40 per 
cent. to the damage of the thrifty, the 
widow and orphan and all those who 
earn their living by the labor of their 
hands and brains. This theory is pred- 
icated in part on the idea that the 
supply of gold available for monetary 
purposes is and would be inadequate 
and hence that devaluation was es- 
sential. As a matter of fact, the rate 
of increase in the supply of monetary 
gold was raised with astonishing 
rapidity during the past few years, in 
part due to increased production and 
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in part to the release of hoarded gold 
from India. 

It is very helpful, therefore, to have 
at hand a book like the present volume 
in which the whole question of the gold 
supply is examined on a scientific basis. 
After an introductory chapter outlining 
the objectives and working assumptions 
of the book, the author analyzes the 
question of gold and prices both before 
and after the World War. He con- 
cludes that any study of this relation- 
ship must be predicated on pre-war 
data since any causal connection which 
may exist between gold and prices has 
been so confused by other powerful 
forces in the post-war period as to make 
a study of the latter period practically 
impossible. 

The following chapter investigates 
the question of the production of gold. 
The author shows that the forecasts of 
a rapid decline in the output have been 
proved to be greatly exaggerated. The 
conclusion is reached that there is no 
prospect in the immediate future of such 
a decline in gold production as seri- 


ously to upset the practical use of that 
metal as a base for a world monetary 
system. 


The next chapter takes up the ques- 
tion of the non-monetary consumption 
of gold. The figures available are rec- 
ognized as being so inadequate as to 
permit only generalizations on_ this 
subject. 

The author concludes that the out- 
look seems to be that there is a much 
greater prospect of an unhealthy in- 
crease in prices and in speculative ac- 
tivity caused in part by an excessive 
available supply of gold than that prices 
will be depressed because of any lack 
of that metal. A more serious problem 
is the mal-distribution of the monetary 
gold among various countries and the 
difficulties which are experienced from 
sudden shifts in liquid funds from one 
country to another as they create a tre- 
mendous strain not alone on the gold 
reserves but on domestic credit policies. 

A second section of the book is de- 
voted to a brief but trenchant analysis 
of the Warren-Pearson price theory. The 
inadequacy, inaccuracy and sophmoric 
character of their work is tellingly re- 
vealed. No intelligent person can help 
but wonder what a strange turn of fate 
it was which permitted these biased and, 
in large measure, ignorant men to con- 
trol even for a few months the financial 
destiny of our country to its harm and 
lasting dishonor. The fallacy of their 
reasoning—or lack of it—is so appar- 
ent on even a brief analysis. This sec- 
tion should be read by every citizen as 
well as by every banker. 


The book concludes with an analysis 
by Dr. Rufus S. Tucker of various price 
indices used by Warren and Pearson 
and the inadequacy and inaccuracies of 
these indices are indicated. This sec- 
tion provides statistical data to supple- 
ment that contained in the preceding 
section. 

It is rare to find so much sound eco- 
nomic theory and an application of that 
theory to current events condensed into 
such small compass as in the case of 
this book. Moreover, it is eminently 
readable, and should be read by every 
banker in this country. 
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DEFICITS AND Depressions. By Dan 
Throop Smith, New York: John Wiley 
& Sons, Inc., 1936. Pp. XII-264. 
$2.50. 


Tuis little volume presents an investi- 
gation of the relation between govern- 
ment financing and the banking system 
with special consideration to the expe- 
rience of the United States. Although 
dealing with a frankly controversial 
subject and one in regard to which the 
volume of opinion is far larger than 
that of facts, the author has succeeded 
admirably in maintaining an objective 
point of view of the situation. His dis- 
cussion commends itself to the reader 
as being unbiased and as based on facts 
so far as he is able to ascertain them. 

The opening chapters treat the tech- 
nique of handling Treasury funds, em- 
phasizing the significance to banks of 
the various methods employed. Atten- 
tion is then given to war finance and 
the relationship of banking and govern- 
ment finance under depression condi- 
tions arising from this cause. The re- 
maining chapters take up in order: de- 
pression deficits—expenditures, sources 
of funds, the repercussion of govern- 
ment expenditures and the aftermath of 
an unbalanced budget. 

In the closing paragraphs of his dis- 
cussion he says—‘the many variable 
factors have been presented which must 
be considered in any analysis of a 
deficit policy. . . . No formula can be 
given, but human judgment must be re- 
lied upon to determine what forces are 
of overwhelming importance and what 
have only negligible influence. . . . We 
have learned that a large involuntary 
deficit can exist without inducing panic 
or collapse, and we have seen an even 
larger voluntary deficit assumed with 
continuing outward confidence in gov- 
ernment credit. ... We have had dem- 
onstrated to us that the new government 
securities can be absorbed by the banks 
When they are provided with surplus 
funds and that bank deposits can be in- 
creased as a result of the whole process. 
... We have also discovered that bank 
credit expanded in this unusual way 
may not play its ordinary réle but, for 
atime, be idle in the hands of business 
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and some individuals. ... The mere 
quantity of bank credit . . . must not be 
taken as of overwhelming significance. 
Spending is of more importance than 
the mere existence of spendable funds. 
Of even greater importance is the direc- 
tion of spending; an increase along ab- 
normal lines will bring about a malad- 
justment in industry which must be cor- 
rected when spending returns to ordi- 
nary channels. . . . The correction of 
industrial maladjustments involves con- 
traction and depression. 

“No one can deny that there is a final 
point beyond which a deficit policy 
cannot go. Where that point is cannot 
be determined in advance, nor can one 
know precisely how the break will 
manifest itself. One can only hope that 
a panic will not be upon us before we 
have time to change our policies, be- 
cause action taken at the height of a 
panic would probably produce irrepar- 
able damage. . . . One would fee! more 
secure if we allowed ourselves more 
financial leeway and were not drifting 
so gently but rapidly towards the time 
when, regardless cf social needs or 
political expediency, drastic changes 
must be made in our fiscal policies.” 


NEW BOOKS RECEIVED 


A Wortp 1n DEBT. 
den. New York: 
$2.50. 


AN interesting discussion of the subject 
of debt both private and governmental. 


By Freeman Til- 
Funk & Wagnalls. 


ACCOUNTING: ELEMENTARY THEORY AND 
Practice. By R. N. Owens and R. D. 
Kennedy. New York: Van Nostrand. 
$4. 

A THOROUGH discussion of actual ac- 

tual accounting principles. Gives a 

broad understanding of the technique 

of accounting and affords a penetrating 
insight into the principles and practice 
of business. 


Re-sTaTING Economic THeEory. By 
Charles Crawford. Published by the 
author at Paola, Kansas. $1. 

“A STATEMENT of pure theory in an 

attempt to simplify some fundamental 
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principles of economics for the average 
” 
man. 


AMERICAN EcoNnoMic DEVELOPMENT. 
By A. M. Sakolski and Myron L. 
Hoch. New York: Nelson. $3. 

Tuts book furnishes an introduction to 

present American economic problems 

by tracing the evolution of each im- 

portant phase of our economic develop- 

ment. Designed for the student of eco- 


nomic history and for the general 
reader interested in current problems. 


Paris AS A FinaNnciAL CEentTRE. By 
Margaret G. Myers. New York: Co- 
lumbia University Press. $3. 

Describes the financial institutions of 

the Paris money market. The opera- 

tions of the Bank of France, the Caisse 
des Depots et Consignations and the 

Treasury are studied in detail. 


JAPANESE TRADE AND INDUSTRY: PREs- 
ENT AND Future. By Mitsubishi Eco- 
nomic Research Bureau. New York: 
Macmillan. $7.50. 

Gives an explanation of the recent ad- 

vance and of the present trend of eco- 

nomic conditions in Japan, through a 

scientific analysis and careful survey of 

reliable data, relating to important 

Japanese industries. 


NEW PAMPHLETS RECEIVED 


A BALANCE SHEET OF THE NATION’s 
Economy. By Frank G. Dickinson 
and Franzy Eakin. Urbana, IIl.: Bu- 
reau of Business Research, University 
of Illinois. 


AN increasingly important problem in 
the economic life of the nation is 
to provide and maintain balance in 
production, consumption, employment, 
finance, and the like. The present pam- 
phlet is an experimental approach to 
the problem of maintaining economic 
proportionality which is demonstrated 
by combining the techniques of account- 
ing, statistics, and economics. 
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PROCEEDINGS OF THE First ANNUAL 
Paciric NORTHWEST CONFERENCE ON 
BANKING. Pullman, Wash.: State Col- 
lege of Washington. $1. 

ConTAIns the text of important ad- 
dresses on current banking problems 
made at this conference which was spon- 
sored by the School of Business Admin- 
istration of the State College of Wash- 
ington. 


REPORT ON THE WorKS PROGRAM OF 
THE WorKS ProGRESS ADMINISTRA- 
TION. 
States Government Printing Office. 


AN illustrated report of the accomplish- 
ments of the WPA up to the end of 
1935. 


Crepit Union BisLiocRaPHY. Compiled 
by Clarke J. McLane. Washington, 
D. C.: Riverford Publishing Co. $1. 


A BIBLIOGRAPHY containing references 
to books, pamphlets and articles per- 
taining to credit unions. Valuable to 
libraries and students of this subject. 


COMMERCIAL BANK MANAGEMENT. New 
York: Bank Management Commis- 


sion, American Bankers Association, © 
22 East 40th Street. 25c. : 


Tus is Booklet 17 of a series and dis- ~ 
cusses the personal income loan depart- 
ment with suggestions for installation 
and operation. 


Through lack of space this 


month’s installment of “Better 
Bank Management” by Marshall 
C. Corns has been held over until 
next issue when a double install- 


ment will be published. 
The Editor. 
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